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A Bigger and Better Convention 


at Syracuse 





Let's All Pull Together For That Purpose 


* 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMENS MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


* 


No matter where located, from Atlantic to the 
Pacific, an office near your office 


Gale & Stone, Boston—Mutual Insurance Bureau, Philadelphia—Interstate Mutual Insurance 
Agency Co., Mansfield, Ohio, Pittsburgh, Penna—Lumbermens & Manufacturers Mutuals, Inc., 
James S. Kemper, Mégr., Chicago, Milwaukee, Minneapolis, Omaha—Associated Mutuals, Inc., 
Atlanta, Ga—Lumber Mutual Agency, Indianapolis, Memphis, Dallas, Kansas City—The Martin 


General Agency, Seattle, Denver, San Francisco, Los Angeles, Vancouver, Portland, Spokane. 
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Good DRIVERS 
eddcomee OBEY THE LAW 


while moforing 






The New Chivalry recognizes 
4 that traffic laws and enforce- 
ment officers are maintained 
| solely for the protection of life 
and property. Unfailing obedi- 
ence to the law and cooperation 
with police officers are the great- 
ES. fied est contribution of the truly 
mm courteous. . .. . 
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THIS MONTH 


NCOURAGED by the response to 

the technical articles in our last 
issue, further, but not so much, sim- 
ilar matter is being run this time. 
However we have tried to balance it 
with material in lighter vein to which 
we will later refer * Two Professors 
make our pages for September. The 
Blanchard series continues with “De- 
scription of Property in the Fire In- 
surance Contract”, and very good ad- 
vice it is he gives on making sure that 
an insurance policy is definite in this 
respect. Professor Hoffman gives facts 
about the latest developments in Fed- 
eral Crop Insurance, and you will 
doubtless be as astonished as we were 
at its acceptance by farmers east as 
well as west * Commissioner Hugh H. 
Earle discusses Federal Regulation of 
Insurance, this being from a speech 
delivered at the recent meeting of the 
Canadian Commissioners in Victoria, 
B.C. His argument is a very sound 
approach to the subject and expressed 
with characteristic clarity ® Prelim- 
inary details of the coming Annual 














Mutual Convention at Syracuse will, 


we are sure, interest the many who 
attend these delightful occasions °* 
News of the convention of the Inter- 
national Association of Insurance 
Counsel is included, as are various 
items of general interest ® “Bunk of 
the Month” returns, and we hope will 
supply a sprightly few moments for the 
reader. It starts out with a scientific 
tone, but ends practically enough. 
We have in mind to hold the type for 
reprints, but we'll see what requests 
the mail brings in. 


October is going to crowd 


us for space. The Mutual NEXT 
Convention, afore- MONTH 


said, and other meet- 
ings demanding attention, will per- 
haps cut down our individual articles 
so that definite announcement can- 
not be made * We expect the early 
fall to be full of news about attention- 
arresting shifts of circumstance, which 
we shall do our best to report. 


CONTENTS 
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H. G. GARRETT 


Superintendent of Insurance 
British Columbia 
Newly Elected President 
Association of Superintendents of 
Insurance of the Provinces of Canada. 


UPERINTENDENT GARRETT was born in England, is a graduate of Oxford, 
and a member of the English and British Columbian Bars. He was appointed 
Registrar of Companies and Superintendent of Insurance of his Province nearly 
twenty years ago. In addition to being an excellent administrator of his office 
he has been a leading figure in sponsoring progressive laws and in the affairs 
of the Association of Superintendents of Insurance of the Provinces of Canada 
which he now heads. A tennis champion and ardent golfer, his vigorous and 
attractive personality has reinforced his career of high attainments. 
























































E HAVEN’T any emotion 

about Jimmy Roosevelt and 

his troubles in defending his 
insurance connections. The contro- 
versy over whether he did, or 
whether he didn’t, use his father’s 
position to his own advantage con- 
cerns us little. The press seems un- 
decided about it and more than one 
insurance publication comments al- 
most sympathetically on his dilemma. 
We are not going to add to the con- 
fusion by voicing praise nor blame. 
With the insurance world in the state 
it is today it is surprising that anyone 
in the business should even indirectly 
question Jimmy’s activity; for even 
under the worst interpretation of his 
motives one can find a comparable 
situation almost a daily occurrence 
in the course of insurance solicitation. 


Pressure—social, economic, or just 
plain muscling in—is, or has been, 
the order of the day. Go to a bank 
or investment house, building and 
loan association dealing in mortgages 
directly or as trustee, and too often 
you bump smack into nepotism in 
the form of a son-in-law, nephew, or 
some other relative running an in- 
surance agency, either with outright 
or undercover connection with the 
institution. Insurance on the mort- 
gaged property is by some means 
directed into a certain channel, ir- 
respective of the wishes of the mort- 
gagee, and with little consideration 
of his rights. “Take out your insur- 
ance in these companies or through 
this agency, or else”—they say it in 
a nice way but the velvet glove hides 
the itching claw just the same. 


Or go out on the golf course, or 
in the swanky city club, and what do 
you see? On the nifty greens, in the 
lounge, or particularly at the nine- 
teenth hole, watch the actions of 
some who make their memberships 
pay handsomely by a studied system 
of left-handed fraternity ; taking ad- 
vantage of personal knowledge and 
social prestige to drive sharp insur- 
ance bargains, or by placing one con- 
tract against another creating a situa- 
tion where someone is caught in the 
middle. Isn’t it done every day, and 
the experienced insurance man feels 
that all he can do is to pass it over 
with an indulgent smile! Most of 
this, of course, is within the bounds 
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e e THE OLD AMERICAN 
CUSTOM OF SOLICITING 
POLICIES BY PRESSURE 


of the legitimate — but unconscion- 
able just the same. 

Or a store owner, or manufacturer 
of a popular product, sees things in 
a new light and calls in the mutuals. 
Straightway the news gets around 
and the stock man hustles, perspir- 
ing, over to the place—“What is this: 
you are talking to the mutuals, you 
surely can’t mean it? They are un- 
sound, unreliable and in some degree 
unspeakable—they have a scandalous 
record of failure—their contracts are 
not what they purport to be—they 
are communistic—socialistic—every- 
thing that is un-American; you will 
be subject to unlimited assessments 
—you will become a partner in the 
insurance business”—‘No”, the busi- 
ness man says, “I have looked into 
these companies ; they are O.K. I have 
decided, and that is all there is to it.” 

“You can’t do that to us,” says 
the stock man. “If you do I won't 
trade with you any more; I won’t buy 
your products, neither I nor my 
wife, nor my family, nor my em- 
ployees, nor my friends, nor any of 
the hundreds of the people I will 
induce to pass you up. All of the 
stock agents will send you letters 
saying they will do the same thing.” 
And all this whether any of these 
people have ever bought a dime’s 
worth of the products of the manu- 
facturer or the goods on the mer- 
chant’s shelves. Such glaring dis- 
crepancies make absolutely no differ- 
ence to the seasoned boycotter. 

Or in the case of a hotel that goes 
mutually insured; hundreds of let- 
ters will be written, by companies 
and agents threatening loss of pat- 
ronage. Fake reservations will be 
made and cancelled, in an effort to 
coerce the management into believ- 
ing that if they are to stay in busi- 
ness they must have the good will of 
the stock boys. 

Once in a while this sort of pres- 
sure will work but not very often. 
The method, however, is indicative 
of the near-racket finesse which cer- 
tain individuals and groups employ to 
place or keep business on their books. 

Or the circumstance will arise 
when a city council or county board 
will find itself faced with the knowl- 
edge that some subtle force is swing- 
ing the majority of its members 
toward an insurance company or in- 
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surance program more favorable to 
an individual than to the public. 
Some member with a private motive, 
vaguely outlined but definitely there, 
gives an exhibition of blocking that 
would be the envy of any gridiron 
hero. In this same connection per- 
haps a large group of stock agents 
fasten themselves on the business, as 
witness the recent spectacle of five 
hundred or more cutting in on a big 
school risk, most of them never hav- 
ing even seen the properties covered, 
let alone rendering service in any way. 

Or observe the case of a multiple- 
unit risk, mostly A-1, but with sev- 
eral ancient shack-like warehouses 
down by the viaduct, or all but tum- 
bling into a ravine. All right—take 
the lot at the low rate—let the tail 
go with the hide. The man some- 
where higher up will like it and give 
the agent or broker a chance at a 
juicy contract which by all the rules 
of ethics he should have no right ,to 
sign up. 

Where does logic come out in all 
of this? We were about to believe 
from the stories we heard, and the 
national hullabaloo, that Jimmy has 
made millions out of the business. 
But the record appears otherwise. 
It is notable that no very sincere 
criticism has been made of the meth- 
ods alleged—only the national angle 
has been emphasized, which is prob- 
ably accounted for by the fact that 
within the business itself a condition 
of soliciting-anarchy has been al- 
lowed to grow up which makes it an 
easy field for extortion. Obviously 
Jimmy did not choose to follow that 
pathway. Guilty is as guilty does 
and Jimmy’s income does not fit into 
a guilty picture. For otherwise we 
must conclude that he is a tyro, a 
neophyte, a blundering blind youth 
in a garden of gorgeous posies ready 
to be plucked but which he never 
realized were there; and that com- 
pared to his opportunities, he gath- 
ered only a pitifully sparce bouquet. 
If they had had his connections it is 
easily conceivable that many of those 
now using the methods of which we 
speak would have gathered literally 
armfuls of orchids and long stemmed 
American Beauty roses. 

Isn’t there something in our best 
literature about casting motes out 
of eyes? 
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Insurance Commissioner’s 
Committee Appointments 
Announced 


PERSONNEL OF STANDING AND SPE- 
CIAL COMMITTEES OF THE NATIONAL 
Association of Insurance Commis- 
sioners for the coming year have 
been announced by President Frank 
N. Julian, Superintendent of Insur- 
ance of Alabama. Committee ap- 
pointments are as follows: 


STANDING COMMITTEES 

Accident and Health—Charles F, Hobbs 
Kansas, chairman; G. A. S. Robertson, 
Missouri, vice chairman; W. B. Harrison, 
Georgia; Roy B. Rummage, Arizona; Rex 
B. Goodcell, California; Maurice V. Pew, 
Iowa; C. W. Lovejoy, Maine; Charles 
Smrha, Nebraska; Arthur J. Rouillard, 
New Hampshire; J. W. Britton, Tennes- 
see; Harlan Justice, West Virginia; C. 
Clarence Neslen, Utah. 

Blanks—Walter A. Robinson, Ohio, chair- 
man; C. B. Coulbourn, Virginia, vice chair- 
man; Russell O. Hooker, Connecticut ; 
R. R. Haffner, Illinois; Lloyd Thompson, 
Indiana; John Speidel, Iowa; Harold C. 
Higdon, Kansas; Vernon D. Rooks, Ken- 
tucky; T. H. O’Connell, Massachusetts ; 
Charles Hanson, Missouri; Alfred N. 
Guertin, New Jersey; Joseph F. Collins, 
New York; W. L. Woolford, Pennsylva- 
nia; Will L. Harris, Tennessee; F. E. 
Huston, Washington; George Van Fleet, 
Texas; C. J. McCann, Florida. 

Examinations—Jess G. Read, Oklahoma, 
chairman; John Sharp Williams, 3d, Missi- 
ssippi, vice chairman (Zone 3)*; M. J. 
Harrison, Arkansas (Zone 5)*; John C. 
Blackall, Connecticut (Zone 1)*; Dan C. 
Boney, North Carolina; G. A. S, Robert- 
son, Missouri; W. V. Knott, Florida; 
Hugh H. Earle, Oregon (Zone 6)*; Owen 
B. Hunt, Pennsylvania; P. J. Dunn, South 
Dakota; W. S. Hanna, Maryland; Robert 
L. Bowen, Ohio (Zone 2)*; George A. 
Bowles, Virginia; Charles F. Hobbs, Kan- 
sas; W. A. Sullivan, Washington; Maurice 
V. Pew, Iowa (Zone 4)*; Arthur J. Ham, 
Wyoming. 





* Manager of zone re-examinations. 
Casualty and Surety—W. S. Hanna, 
Maryland, chairman; R.G. Watters, Texas, 
vice chairman; Warren H. Bakes, Idaho; 
W. B. Harrison, Georgia; Sherman Good- 
paster, Kentucky; C. A. Gough, New Jer- 
sey; Sam B. King, South Carolina; Frank 
Yetka, Minnesota; M. J. Harrison, Arkan- 
sis; Arthur J. Rouillard, New Hampshire; 
Louis H. Pink, New York; C. F. J. Har- 
rington, Massachusetts; Harlan Justice, 
West Virginia; Charles Smrha, Nebraska. 
Fire and Marine—Dan C. Boney, North 
Carolina, chairman; Marvin Hall, Texas, 
vice chairman; William A. Sullivan, Wash- 
ington; M. J. Harrison, Arkansas; Rex B. 
Goodcell, California; J. Balch Moor, Dis- 
trict of Columbia; W. V. Knott, Florida; 
C. E. Gauss, Michigan; Jackson Cochrane, 
Colorado; Ernest Palmer, Illinois; Sher- 
man Goodpaster, Kentucky; Oscar E. 
Erickson, North Dakota; M. J. Cummings, 
Rhode Island; Harlan Justice, West Vir- 
ginia; Harry J. Mortensen, Wisconsin. 
Sub-committee of Fire and Marine Com- 
mittee (to consider excess commissions, 
pool and association affiliations, auto finance 
commission, brokerages, reporting to full 
committee)—Marvin Hall, Texas, chair- 


man; Ernest Palmer, Illinois, vice chair- 
(Continued on page 27) 
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Notes About 
the 
Insurance World 


e 


Running Comment on What Is in the Magazines 
and the Mail that Comes to the Desk of the Editor. 

















Miscellany 


THERE ARE ONLY 800 MILES OF 
HIGHWAY IN THE UNITED STATES AD- 
equately lighted for night safety ac- 
cording to estimates of Street and 
Highway Lighting Safety Bureau— 
The current homicide death rate in 
the United States is the lowest in fif- 
teen years—Reconstruction Finance 
Corporation reports that insurance 
companies have repaid 95% of the 
money it has loaned them—There are 
about seven million automobile acci- 
dents in the United States annually, 
costing $1,700,000,000 in addition to 
the toll of death and injuries—Seven 
hundred and fifty tons was the aver- 
age load pulled by an 1888 freight lo- 
comotive whereas the 1938 type aver- 
ages four thousand tons—A survey 
made by the Law Enforcement Com- 
mittee of the American Bar Associa- 
tion reveals that one out of every 


thirty-seven persons in the United 
States is a criminal—Post Office offi- 
cials forecast that the Air Mail sys- 
tem will probably pull completely out 
of the red in 1938, the first time this 
has happened since the service was 
inaugurated—A traffic court for bicy- 
clists has been established in LaPorte, 
Indiana — Bumpers of automobiles 
cause some of the commonest and 
most serious fractures of the lower 
leg—Government has trimmed the 
cost of making a bank note, whether 
valued at ten thousand dollars or one 
dollar, to $0.0111—Many railroads 
now operate locomotives 2,000 to 10,- 
000 miles before washing out the 
boilers, whereas some years ago this 
was done after a run of 200 to 800 
miles—Planes carrying United States 
mail span almost two hundred thou- 
sand miles daily. 














Valuation of Securities 
Instructions 


SUPERINTENDENT LOUIS H. PINK OF 
NEW YORK, AS CHAIRMAN OF THE 
committee on valuation of securities 
of the National Association of Insur- 
ance Commissioners, has issued a 
notice advising that Moody’s Inves- 
tors Service will prepare and publish 
this year’s Association Book of Se- 
curity Values. His communication is 
as follows: 


“In order that work may be started im- 
mediately, it is important that you send 
to Moody’s Investors Service, within the 
next few days, a list of bonds and stocks 
acquired by your company this year to date. 
Please exclude from such list those issues 
which already appear in the last association 
book. In preparing the list please be sure 
to show: 

1. Full description of each security, with 
full name and location of issuing corpora- 
tion. 

2. Each stock description should show 
whether it is common, preferred or guar- 
anteed. 

3. Bond descriptions should include year 
of maturity and option date, rate of interest 
and dates of interest payments. 

4. In listing County, Municipal or similar 
bonds, it is important for the name of the 
Stata to be shown. 

You should also send to Moody’s In- 
vestors Service the following: 

1. Lists of acquisitions during the re- 
mainder of 1938 should be sent as soon as 
possible after the end of each month. 

2. Descriptions of any bonds or stocks 
held by your company at the end of 1937 
which were not listed in the last Associa- 
tion Book. E 

3. A list of any bonds of States of the 
United States, Provinces of Canada, or 
political sub-divisions thereof, owned by 
you which are now in default as to prin- 
cipal and/or interest, together with the 
date of default. This information will be 
treated confidentially. 

All correspondence should be addressed 
to Mr. L. A. Griffin, Moody’s Investors 
Service, 65 Broadway, New York, N. Y. 

Arrangements may be made with Moody’s 
Investors Service for the furnishing of Ad- 
vance Sheets of the Association Values 
at the usual charge.” 


Commissioners Mid - Winter 


Meeting December 5-7 


DATES SELECTED FOR THE MID- 
WINTER MEETING OF THE NATIONAL 
Association of Insurance Commis- 
sioners to be held at the Fort Des 
Moines Hotel, Des Moines, Iowa, 
are December 5, 6, and 7. 

The association at its recent meet- 
ing in Quebec, accepted the Iowa in- 
vitation and plans are now going 
forward for the entertainment of the 
500 delegates expected at the con- 
vention. 

Henry S. Nollen, president of the 
Equitable Life of Iowa has been 
named general chairman of the ar- 
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rangements committee, according to 
announcement by Maurice V. Pew, 
Iowa Commissioner. It is expected 
that prominent Iowa insurance lead- 
ers will be appointed sub-committee 
chairman by Mr. Nollen. 


Former Indiana Commissioner 
; Dies 


CLARENCE C. WYSONG, INDIANA 
COMMISSIONER FROM 1926 to 1930, 
died recently in Indianapolis at the 
age of 49. Particularly active in the 
affairs of the National Association of 
Insurance Commissioners, Mr. Wy- 
song was duly honored by this or- 
ganization when he was elected pres- 
ident in 1930. 

Mr. Wysong, a lawyer by profes- 
sion, returned to private practice af- 
ter the termination of his tenure as 
Insurance Commissioner. Specializ- 
ing in insurance law he represented 
insurance companies on numerous 
occasions and at the time of his death 
he was general counsel for the Guar- 
antee Reserve Life in Indianapolis. 


Appoint Insurance Fund 
Trustees 


GOVERNOR LEHMAN, THROUGH 
STATE SUPERINTENDENT OF INSUR- 
ance, Louis H. Pink, has announced 
the appointment of four Trustees of 
the General Insurance Guaranty 
Fund of Savings Bank Life Insur- 
ance to serve without compensation. 
The men appointed are Andrew 
Mills, Jr., President of the Dry Dock 
Savings Bank of New York City and 
President of the Savings Banks As- 
sociation of the State of New York; 
also Edward A. Richards, President 
of the East New York Savings Bank 
of Brooklyn; and William G. Green, 
President of the New York Savings 
Bank, Manhattan. The fourth mem- 
ber is Smith Sheldon, Trustee of the 
Monroe County Savings Bank of 
Rochester. Paul Taylor, Deputy 
Superintendent in charge of Savings 
Bank Life Insurance is a trustee and 
presides at the meetings. 

These men, all well known in sav- 
ings bank circles, will assume their 
duties at once. They are in charge 
of the Guaranty Fund for Savings 
Bank Life Insurance which becomes 
effective the first of next year. Their 
function is to act as an advisory 
board for the assistance of the Sup- 
erintendent of Insurance in directing 
the affairs of this new phase of in- 
surance, and have direct supervision 
of the General Fund authorized by 
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Chapter 471, amending the Insurance 
Law and establishing Life Insurance 
Departments in Savings Banks, 
which passed April 6th of this year. 


Practical work necessary for the 
setting up of these departments in 
such savings banks as elect to make 
use of this privilege is going forward 
in the Insurance Department’s Al- 
bany office, where Deputy Superin- 
tendent of Insurance, Paul Taylor, is 
in charge. He is working with Carl 
F. Vietor, for eleven years assistant 
actuary of Savings Bank Life In- 
surance in the State of Massachu- 
setts. 

The law does not permit savings 
banks to write insurance until after 
January first next. Savings banks 
will thereafter apply for a license to 
write life insurance policies. Each 
savings bank will make its announce- 
ment in that regard. 


Mutual Agents Meet 
September 21-23 


THE SEVENTH ANNUAL CONVEN- 
TION OF THE NATIONAL ASSOCIATION 
of Mutual Insurance Agents will be 
held at the Lord Baltimore Hotel, 
Baltimore, Maryland, September 21- 
23. 

Inquiries and reservations already 
received indicates that the attendance 
will greatly exceed that of all previ- 
ous conventions. A large number of 
mutual insurance company execu- 
tives, as well as mutual agents, are 
planning to attend. 

Opening day festivities will include 
the Association’s annual golf tourna- 
ment and a “get acquainted mixer” in 
the evening. 

The formal program will open on 
September 22nd and speakers sched- 
uled to appear that day include: 
Governor Harry W. Nice of Mary- 
land, “Address of Welcome”; Ches- 
ter C. Jennings, “President’s Ad- 
dress’; W. S. Nott, “Let’s Shake 
Hands With Our Competitor”; Wil- 
liam E. Billings, ‘““The Relationship 
of the Agent to his Association” ; 
Henry H. Heimann, National Assn. 
of Credit Men, ‘Insurance and Cred- 
it’; Floyd H. Craft, “Problems of 
the Limited Market”; Kathryn G. 
Isenberg, “The Girl in the Office”; 
J. E. Magnus, J. S. Kemper & Com- 
pany, “This Job of Selling”; J. W. 
Huntington, The Mill Mutuals, “Lo! 
How Low the Rate”; and Lawrence 
J. Ackerman, “Know Your Busi- 
ness”. 

On the morning of September 23rd 
there will be addresses by Albert 
Peters “Building With Mutual In- 
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surance”; Edward R. Hardy, Insur- 
ance Institute of America, “Are You 
Insurance Educated?”; and E. I. 
Oakes on “Looking Forward”. The 
final session on the afternoon of 
September 23rd will be devoted to 
the Secretary's Report, Election of 
Directors, Reports of Committees, 
and the business meeting of the 
Association. 


Canadian Superintendents 
Study Risk Problems 


DEFERRING OF ACTION UPON A 
NUMBER OF THE MORE CONTROVER- 
sial insurance questions which Cana- 
dian regulatory authorities are called 
upon to face, with the thought that 
further study will permit sounder 
progress to be made toward their 
solution in the near future, featured 
the annual conference of the Super- 
intendents of Insurance of the Prov- 
inces of Canada. Held August 22- 
26 at Victoria, B. C., the conference 
chose Superintendent H. G. Garrett 
of British Columbia as its president, 
W. J. Major, Manitoba’s Attorney 
General, as honorary president, and 
Superintendent E. B. MacLatchy of 
New Brunswick as vice president. 
Superintendent Hartley D. McNairn 
of Ontario was re-elected secretary. 

Important was the decision that a 
report upon compulsory automobile 
insurance will be submitted to the 
1939 conference. Discussion of the 
question at the meeting revealed that 
in most of the provinces there is little 
interest in compulsory automobile in- 
surance at the present time, but that 
in British Columbia it promises soon 
to become a political issue, with the 
possibility that a bill might be intro- 
duced at the next session of parlia- 
ment. 


The need for clarification of the 
situation created by the recent deci- 
sion of an English court, in the case 
of Beresford v. Royal Insurance 
Company, was recognized. In that 
case it was held that a life insurance 
company is not liable in the event of 
the suicide of the assured. The fol- 
lowing draft section was prepared 
at the conference: “Unless it is ex- 
pressly provided to the contrary in 
a contract of life insurance, it shall 
be no defense to any claim there- 
under that the death of the person 
whose life is insured was caused by 
his own act or that the maturity of 
the contract was affected by that 
act.” It was suggested, however, that 
in view of the limited time available 
for the preparation of the draft, and 
because there appears no urgency for 
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immediate legislative action, further 
consideration be given the matter 
and no definite action taken until the 
1939 conference. 

Other matters thoroughly dis- 
cussed, upon which no final action 
was attempted, included the work 
that has been done in connection with 
uniform definitions of classes of in- 
surance as between the Dominion and 
the provinces, the valuation and 
amortization of assets, sickness and 
accident insurance of the limited 
type which is sometimes offered by 
publications to bolster their circula- 
tions, enactment of a uniform statute 
for the issuance of travel accident 
policies, and the passage of a resident 
agent law. 

Prominent among the speakers 
present at the conference was Insur- 
ance Commissioner Hugh H. Earle 
of Oregon. He discussed the situa- 
tion arising out of the fact that in- 
surance regulation in the United 
States is on a state, rather than on 
a national, basis; excerpts from his 
address will be found elsewhere in 
this issue. 

ee ®@ 


A. B. A. Names Insurance 
Committee Chairmen 


LIONEL P. KRISTELLER, CHAIRMAN 
OF THE INSURANCE SECTION OF THE 
American Bar Association has an- 
nounced the following appointments 
as chairmen and vice chairmen, re- 
spectively, of the Section’s commit- 
tees. 

Fire Insurance Law — Thomas 
Watters, Jr., Washington, D. C., and 
Wendell P. Barker, New York City ; 
Automobile Insurance Laws—Royce 
G. Rowe, Chicago, and Walter L. 
Clark, Baltimore ; Taxation of Insur- 
ance Companies—Edward M. Griggs, 
Chicago, and Hugh B. Dowling, Bal- 
timore. 

Marine and Inland Marine Law— 
Robert E. Hall, Hartford, and Gay 
Gleason, Boston ; Fidelity and Surety 
Insurance Law—J. Harry Schisler, 
Baltimore and Austin J. Lilly, Balti- 
more; Prospective Legislation — 
Louis Benson, Huron, South Dakota, 
and Philip Sterling, Philadelphia. 

Life Insurance Law—J. F. Handy, 
Springfield, Massachusetts, and Julius 
C. Smith, Greensboro, N. C.; Lay 
Insurance Adjusters — E. Smythe 
Gambrell, Atlanta, and Wilson C. 
Jainsen, Hartford; Unauthorized In- 
surance Companies—Henry S. Mos- 
er, Chicago, and J. G. Bohannan, 
Petersburg, Virginia. 

Fraternal Insurance Law—Arthur 
W. Fulton, Chicago, and Arthur E. 





Nelson, St. Paul; Casualty Insurance 
Law—Hugh D. Combs, Baltimore 
and Robert L. Earnest, West Palm 
Beach; Health and Accident Insur- 
ance Law—Victor J. Skutt, Omaha, 
and Alva L. Lumpkin, Columbia, 
South Carolina. 


Qualification and Regulation of In- 
surance Companies—Prof. Edwin W. 
Patterson, New York, and Prof. E. 
Blythe Stason, Ann Arbor; Work- 
men’s Compensation and Employers 
Liability Insurance Law—Thomas N. 
Bartlett, Baltimore, and Clement 
Robinson, Portland, Maine. 
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Cites Need for New Knowl- 
edge On Dust Explosion 
Dangers 


ADDITIONAL RESEARCH TO PROTECT 
FIREMEN AGAINST EXPLOSIONS OF 
solvents, gases, and vapors, now be- 
ing developed for processing agri- 
cultural products, and to make these 
essential operations more safe, was 
advocated by Dr. David J. Price, 
Chief of the Chemical Engineering 
Division of the Bureau of Chemistry 
and Soils, U. S. Department of Agri- 
culture, in a recent address before 
the International Association of Fire 
Fighters. 


Delegates were told that extensive 
losses have occured in every section 
of the U. S. from dust explosions 
and fires in connection with the han- 
dling, milling, and processing of farm 
products. In the last 20 years about 
400 of these dust explosions have oc- 
curred in this country, resulting in 
the death of more than 300 persons, 
injuries to 700 others, and property 
losses in excess of $28,000,000. Dr. 
Price stated that if firemen could be 
told what to do when dust explosions 
and fires occur in industrial plants, 
their safety could be greatly in- 
creased. 


N. F. P. A. on Forest Fires 


AN INTERESTING REPORT HAS BEEN 
ISSUED BY THE NATIONAL FIRE PRO- 
tection Association concerning activ- 
ity looking toward fire waste preven- 











. tion and conservation of forest areas. 
A Committee was formed seven years 
ago to look into ways and means of 
reducing the huge annual destruction 
of trees by fire and work was begun 
in three directions. An educational 
committee was named to assemble 
and produce informative material 
showing how forest fires might be 
prevented through public education 
dealing with the possibility of reduc- 
tion of hazards to life and limb and 
property through a definite campaign 
to reduce the number of fires. An- 
other committee gave its attention to 
legislation designed to provide need- 
ed prevention measures and control 
of forest fires. A third group took 
up the matter of interesting manu- 
facturers and engineers in the devel- 
opment of equipment for fire detec- 
tion and suppression and to serve as 
a clearing house for ideas. 

These three activities have been 
well coordinated and the public gen- 
erally has been acquainted with the 
need of obeying rules and regula- 
tions by campers, hunters, fishermen, 
smokers, forest laborers and those 
who set off fireworks and hot air bal- 
loons. Special suggestions have been 
made for the construction and use 
of fire breaks, advice given on build- 
ing regulations, temporarily closed 
seasons are advocated for camp fires, 
and permits for camp fires and rub- 
bish burning are discussed. 

A summary at the conclusion of 
the report shows that a substantial 
improvement was made in 1937 over 
previous years. 


Florida Rules On Coercion 


IN A RULING DIRECTED TOWARD IN- 
SURANCE COMPANIES AND AGENTS 
licensed to transact business in Flor- 
ida Commissioner Knott has warned 
that the practice of agents requiring 
the transfer of insurance in connec- 
tion with loans will not be tolerated. 
The text of the Commissioner’s rul- 
ing follows: 


“Complaints have been made that persons 
executing mortgages securing loans have 
been compelled to cancel existing fire and/ 
or windstorm insurance, sometimes at 
‘short rates’ and take out other insurance 
through agencies affiliated more or less 
closely with the lending companies, thereby 
penalizing the borrowers to the extent of 
the difference between prorata and short 
rate cancellations,” said the commissioner. 

“Where the mortgage contract requires 
that insurance be carried satisfactory to 
the mortgagee, such an agreement, not be- 
ing contrary to law or public policy, car- 
ries with it the right of the mortgagee to 
select both the companies which write the 
insurance and the agencies through which 
it is placed, if he desires to do so. 

“Where an insurance agent, as a condi- 
tion to negotiating or effecting a loan, re- 
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quires that the borrower place insurance 
on the mortgaged properties through his 
agency, although other insurance would be 
satisfactory to the lender and would comply 
with the requirements of the mortgage 
contract, such action on the part of the in- 
surance agent would be in volation clearly 
of Section 6225, of the Florida law, and 
would subject the agent to the penalties 
provided by law, as well as the companies 
permitting such violation by their agent. 
Where such a transaction involves also the 
forced cancellation of existing insurance, 
satisfactory to the mortgagee, with a finan- 
cial loss to the borrower, such action is not 
only contrary to law, but so unethical and 
unfair as to raise a serious question as to 
the propriety of allowing the agent to re- 
main in a business which is chargeable 
with a public interest.” 


Jackson Starts Advertising 
Company 


MUTUAL INSURANCE EXECUTIVES 
GENERALLY WILL BE INTERESTED IN 
the announcement that Mr. Walter 
E. Jackson, formerly connected with 
the Grain Dealers National Mutual 
Fire Insurance Company, has entered 
the advertising field as Walter E. 
Jackson Company at 32 East Georgia 
Street, Indianapolis, offering to in- 
surance companies a consulting serv- 
ice in advertising and sales promo- 
tion especially designed to fit the 
needs of those carriers having no 
full time advertising executive. 


Harrie M. Richmond Dies 


IT IS WITH PROFOUND REGRET THAT 


WE INFORM OUR READERS OF THE 
death at Boston on August 13, of 
Harrie M. Richmond, Vice Presi- 
dent, United Mutual Fire Insurance 
Company. 





HARRIE M. RICHMOND 
1883 — 1938 


September, 1938—9 


Born in Boston on June 19, 1883, 
Mr. Richmond was educated in the 
public schools of that city, graduat- 
ing from Mechanics Art High 
School. 

Prior to joining the United Mut- 
ual, Mr. Richmond served as As- 
sistant Secretary of the City Trust 
Company, 1907-12, as an officer of 
the Commonwealth Trust Company, 
1912-20, and as Vice President and 
Acting President of the Metropolitan 
Trust Company, 1920-27. 

In 1927 Mr. Richmond accepted a 
position with the United Mutual. 
Not long thereafter—on December 
27, 1928—he was elevated to the 
Vice Presidency of the company, in 
which capacity he continued to serve 
until his death. 

Mr. Richmond was a past mem- 
ber of the Board of Governors of the 
Federation of Mutual Fire Insurance 
Companies, former Treasurer of the 
Massachusetts Republican Finance 
Committee and a Captain in the 
Massachusetts State Guard. His club 
affiliations included : Executives’ Club 
of the Chamber of Commerce, Uni- 
versity Club, Beacon Society, Inter- 
change Club and South Shore Coun- 
try Club. 

Surviving Mr. Richmond are his 
widow and two sons. 


July Fire Losses Higher 


ACCORDING TO NATIONAL BOARD OF 
FIRE UNDERWRITERS ESTIMATES JULY 
fire losses in the United States 
amounted to $20,434,688 or 3.1% 
more than for July of last year and 
4.9% greater than for the preceding 
month. 

Losses for the first seven months 
of 1936, 1937 and 1938 are shown in 
the following table. 





1936 1937 1938 

iaauery . -$27,729,930 $25,069,895 $27,676,337 
‘ebruary .. 30,909,896 28,654,962 26,472,626 
March 29,177,406 29,319,029 29,050,968 
EE cscs 25,786,835 26,663,854 25,616,112 
 c-vaces 21,479,380 21,437,739 22,917,577 
Ser 20,407,485 19,524,765 19,473,617 
a 23,357,020 19,812,485 20,434,688 
7 months 


Total. ..$178,847,952 $170,482,729 $171,641,925 


Loss Managers Meet 
September 22-23 


PAPERS AND DISCUSSIONS ON THE 
ADJUSTMENT OF LOSSES ON AUTOMO- 
biles, under extended coverage, inland 
marine cargo and use and occupancy, 
will feature the annual meeting of the 
Loss Managers’ Conference of the 
Federation of Mutual Fire Insurance 
Companies when the group convenes 
at the Edgewater Beach Hotel, Chi- 
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cago, on September 22 and 23. The 
appraisal clause, subrogation, and the 
proposed revision of the adjusters’ 
confidential loss report are also sched- 
uled for discussion. 


L. H. Baker of the Michigan Mill- 
ers Mutual Fire Insurance Company, 
who is Vice President of the Federa- 
tion of Mutual Fire Insurance Com- 
panies, will deliver the address of 
welcome. 


Legislation to Ban Fireworks 
in Missouri 


BY PERSONALLY SPONSORING LEGIS- 
LATION AT THE NEXT SESSION OF THE 
Missouri General Assembly, Attor- 
ney-General Roy McKittrick has an- 
nounced that he will seek to outlaw 
fireworks in Missouri except for 
public exhibitions conducted by ex- 
perts under proper supervision. Com- 
menting on the proposed fireworks 
ban, Mr. McKittrick stated: 

“I think there should be statewide legis- 
lation to prevent the indiscriminate sale and 
use of fireworks. In my opinion the indis- 
criminate use of fireworks is not only 
dangerous to life and limb, but constitutes 


an intolerable annoyance to citizens gen- 
erally.” 


Hunter Named Manitoba 
Superintendent 


APPOINTMENT OF HERBERT HUN- 
TER AS SUPERINTENDENT OF INSUR- 
ance of the Province of Manitoba 
has been announced. Mr. Hunter has 
been connected with the government 
since 1919 when he returned from 
over-seas war service. He served on 
the staff of the engineering depart- 
ment until 1930 when he was made 
relief works engineer. He held this 
latter position until 1933 when he 
was appointed Assistant Superin- 
tendent of Insurance under Charles 
Heath, whom he now succeeds. 


Reduce West Virginia Fire 
Insurance Rates 


STATE AUDITOR, EDGAR B. SIMS, EX- 
OFFICIO INSURANCE COMMISSIONER 
of West Virginia, has ordered a re- 
duction in fire rates applying to all 
policy holders in the State on new 
and renewed policies after Septem- 
ber 2. The reduction was announced 
after a conference with the West 
Virginia Inspection Bureau at 
Charleston. Commenting on the new 
rates Mr. Sims said: 
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“Rates on brick buildings in cities 
grading to sixth class are reduced 25%, 
and in towns grading to seventh to 
eighth class, 20%. Frame dwellings in 
towns grading first to eighth class are 
reduced 16% and dwellings in towns 
grading ninth to tenth class, 6%. 

“Fireproof buildings in protected 
towns will receive a reduction of about 
25%, and mercantile and special hazard 
classes, with certain exceptions, will be 
reduced as follows: 

“In towns first to eighth class; brick 
mercantile and special hazard buildings, 
10%; brick mercantile and special hazard 
contents, 15%; plain mercantile and spe- 
cial hazard buildings, 9%. In towns grad- 
ing ninth to tenth class; brick and frame 
mercantile and special hazard buildings 
and contents, 10%.” 


Named New York Deputy 


APPOINTMENT OF JOHN M. FRANCIS 
AS DEPUTY SUPERINTENDENT TO DO 
special work for the Insurance De- 
partment until October 1 was re- 
cently announced by Superintendent 
Louis H. Pink of New York. On 
that date Mr. Pink expects to an- 
nounce the appointment of a perma- 
nent Deputy Superintendent who 
probably will be some one in the 
ranks of the Insurance Department. 


Mr. Francis comes to the Depart- 
ment from the New York Journal 
of Commerce where he has been an 
insurance news reporter since 1931. 


Foreign Brokers in Ohio 


THE FOLLOWING BULLETIN HAS 
BEEN ISSUED BY THE OHIO INSURANCE 
Department over the signature of 
Robert L. Bowen, Superintendent of 
Insurance. 


“Re: Insurance Business from For- 
eign Brokers Countersigned by Field 
Men. 


“We have completed a preliminary 
analysis of filings made by special repre- 
sentatives under instructions of this 
office, on the above captioned subject 
matter, during the past several months. 
This preliminary analysis reveals that 
those field men who have countersigned 
policies in their capacity as licensed resi- 
dent agents, have affixed their signatures 
to policies and certificates, the premium 
volume of which for the period for which 
the information was requested, total 
$4,625,286.56. 

“The cursory examination which we 
have been able to make so far reveals 
a number of situations which may be in 
violation of the law. While it is not the 
thought of this office to take punitive 
steps in this matter, a careful examina- 
tion of the information filed will be made 
in order that we may study the situation 
with respect to foreign brokerage thus 
handled and take the proper steps to see 
that the same is written in accordance 
with the law. This study by the division 
is now in process.” 
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Traffic Deaths Down 


FIGURES RELEASED BY THE NATIONAL 
SAFETY COUNCIL COMPARING THE 
total traffic deaths for January to 
June 1938 with the record for the 
same period last year, shows that 
3,670 fewer lives were sacrificed on 
the streets and highways of the 
United States during the first six 
months of this year. 

A heartening reduction in traffic 
deaths from the same months of last 
year was shown in each of the first 
six months of 1938. The six-month 
period brought a 22 per cent decline 
in deaths from the first half of 1937. 

Should the same percentage of de- 
cline continue through the last six 
months of the year, the Council said, 
8,700 lives would be saved and the 
1938 traffic death toll would be the 
lowest since 1928. 

The substantial reductions in traf- 
fic deaths cannot be charged off to 
decreased highway travel, since travel 
increased 2 per cent during the first 
five months of this year. June travel 
figures are not yet available. 

The traffic improvement was gen- 
eral throughout the country, 37 states 
and 287 cities cutting their death toll, 
and only five of the 42 states report- 
ing failed to improve their records 
for the first six months of this year. 

Pennsylvania led the list with a 
42 per cent reduction and a saving 
of 483 lives as compared to the first 
half of 1937. Delaware was second 
in proportionate decline with a drop 
of 40 per cent, while Michigan was 
second in lives saved with 343 fewer 
deaths this year. 


Advocates Merit Rating On 
Automobiles 


FOLLOWING A SERIES OF CONFER- 
ENCES WITH REPRESENTATIVES OF 
various automobile accident insur- 
ance companies, Superintendent of 
Insurance Louis H. Pink of New 
York recently decided that, while he 
approved no particular plan of the 
several presented to him, he urged 
the adoption of a composite arrange- 
ment which would provide preferred 
risk rates. 

Commenting on the proposed plans 














’ Superintendent Pink stated in part: 


“A merit rating plan was tried in this 
State from March, 1929, to January, 1932. 
It was frequently utilized as a means for 
giving rebates and unfairly competing for 
business. It produced such disorganization 
in the automobile insurance field that it 
had to be abandoned. The unfortunate ex- 
perience in this state should not deter us 
from trying again with a better plan but it 
should act as a warning that we must study 
all of the factors thoroughly and adopt a 
plan only when it is as free from known 
defects as it is possible to make it. 

“Some have questioned why we have not 
put into effect the National Bureau’s plan, 
known as the safe driver reward plan, 
which is now operating in many states. 
Our failure to authorize this is not due to 
any want of sympathy or lack of desire 
to cooperate. The plan is undoubtedly a 
worth while effort which merits very seri- 
ous consideration. Our hesitation to try it 
here is due to the belief that any such plan 
is experimental and that this plan is re- 
ceiving ample trial in other states in which 
it is in effect. New York could contribute 
little, if anything, by conducting the same 
trial here. Roughly speaking, about half 
of the companies wanted the plan and the 
other half were very much opposed and 
suggested three or four other plans which 
they considered sounder and more desirable. 

“The Department gave serious study and 
consideration to all of the suggestions and 
finally came to the conclusion that if it 
adopted the Bureau proposal it would in 
equity have to adopt some of the others 
for experimentation and that this would 
cause confusion and disorganization in the 
field. We thought it would be more advis- 
able to experiment with one plan which 
would be as sound as we could make it. 
One of the brokers at a public hearing 
advised that we should put the proponents 
of all the plans in a room .and lock the 
door until they agreed on one. We have 
attempted to do something of this sort by 
appointing a committee headed by William 
Leslie of the National Bureau and with a 
membership ably representative of the vari- 
ous plans proposed. The Committee con- 
sisted of William Leslie, Frank A. Flem- 
ing, Joseph J. Magrath, Herbert P. Stell- 
wagen, John S. Love and Ray S. Choate. 
A. E. Spottke, Charles J. Haugh and A. J. 
Bailey of the Bureau staffs cooperated. 

“A compromise plan has been outlined 
which the committee believes to be a sub- 
stantial improvement on the various plans 


considered. The main principles and features: 


have been agreed on although some of the 
details have yet to be worked out. The main 
provisions are: 

1. Experience Period covering 21 months 
beginning two years prior to effective date 
of the policy and ending three months prior 
thereto. 

2. Class A (Preferred Risk) Rating to 
apply prospectively to assureds having a 
record of no bodily injury accident and 
not more than one property damage acci- 
dent during the experience period. 

3. Surcharges to assureds with accident 
records not entitling them to preferred risk 
rating. 

4. Signed applications by applicants for 
insurance or certificates of previous car- 
riers required where company does not 
have records for the full experience period. 

“T believe that the plan does credit to 
the committee and obviates to a consider- 
able extent the disadvantages and criticisms 
of the other plans while retaining many 
of their best features. It is fundamentally 
on a sound rating basis. 

“My decision, therefore, is not to approve 
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any of the plans previously submitted, but 
to give favorable consideration to a single 
plan in accordance with the principles out- 
lined herein.” 


Data On Auto Lines 
Requested by Washington 


THE STATE OF WASHINGTON, 
THROUGH INSURANCE COMMISSIONER 
William A. Sullivan, has requested 
all companies writing automobile in- 
surance in the state to submit a de- 
tailed account of their experience on 
those lines in Washington for each 
of the past three years, including 
1937. 

Data requested are premiums writ- 
ten, losses paid, excess premiums to 
losses, and the ratio of losses to pre- 
miums on private passenger, com- 
mercial, public and miscellaneous 
vehicles, as well as a separate listing 
on finance accounts on which the 
annual premium exceeds $15,000. 
Experience under each of the classes 
is to be broken down to show the 
information requested as to fire and 
theft, collision, comprehensive, bod- 
ily injury, property damage and “all 
others.” Fleets of insurance com- 
panies may consolidate their experi- 
ence and must so indicate in their 
reports. 


The rate of commission paid on 
any finance business for fire and 
theft, collision, comprehensive, bod- 
ily injury, property damage and “all 
others” is also requested in the blank. 


New Skill for Old Drivers 


DR. HERBERT J. STACK, DIRECTOR OF 
THE EDUCATIONAL DIVISION OF THE 
National Conservation Bureau and 
recently made Director of the new 
National Center for Safety Educa- 
tion at New York University, told 
the State Police Chiefs’ Conference 
at Saranac Lake, New York, on July 
28, that intelligent application of a 
program of education can do much 
toward creating safer communities. A 
striking portion of his talk was his 
comments on the older driver in which 
he said in part: 

“This goes for the adult pedestrian too, 
especially for grandfather, who was brought 
up in the horse and buggy age, who is not 
as spry as he used to be, and whose vision 
and reactions are not so well adjusted for 
modern fast moving traffic. Driver and 
pedestrian skill not only can, but must be 
improved, if we are going to stem the tide 
of traffic accidents.” 

He stated strongly that the police 
department should make a more in- 
tensive study of traffic problems, and 
that many cities are finding that 
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schools for violators and driver clin- 
ics are more effective than fining the 
traffic law offender. He also com- 
mended school safety patrols and 
driving instruction in high schools 
and evening schools for adults. Such 
methods, he contended, are also very 
valuable in identifying the relatively 
small group of drivers who are in- 
fluenced only by arrests, fines or 
license revocation. 


It was his idea that safety weeks or 
hit and miss campaigns along cour- 
tesy lines will not accomplish much 
unless actively followed by consistent 
educational enforcement programs to 
call the attention of the public to bad 
driving and walking practices. 


U. S. Bureau Approves Three 
Lane Roads 


IN A RECENT ARTICLE IN THE JOUR- 
NAL OF THE UNITED STATES BUREAU 
of Public Roads, R. E. Toms, the 
Bureau’s Chief of Design, cites fa- 
vorable experience with three lane 
roads, the center lane of which is 
used for passing only. 

According to Mr. Toms there ap- 
pears to be no factual data indicating 
a greater number of accidents on 
three lane highways than on two lane 
highways when the number of ve- 
hicles on each is less than enough to 
fill the road and to make turning out 
impracticable. 


Supporting Mr. Tom’s contention 
is Varnum B. Steinbaugh, Chief En- 
gineer of the Michigan Highway 
Commission, who in a recent analysis 
of 1,374 accidents on 748 miles of 
road of various width in Michigan, 
computed the accidents per million 
vehicle miles as follows: For two 
lane roads, 1.97 ; for three lane roads, 
1.32; for four lane undivided roads, 
1.81. 

A study of accidents per million 
miles of travel for only those hap- 
pening between intersections, shows 
the following results: For two lanes, 
1.47; for three lanes, 1.06; for four 
lanes, undivided, 1.16. 


Commenting on these figures Mr. 
Steinbaugh stated that the three lane 
highway shows the highest safety in- 
dex, and that it appears that there is 
a place for the three lane highway 
in modern road design. He further 
stated: “Statistics indicate that it is 
the logical sequence to progress from 
the two lane to the three lane road, 
but inadvisable to change from the 
three lane to four undivided lanes. 
The three lane road must be so laid 
out that there may be an easy and 
economical transition to a four lane 
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divided road, the design which has 
proved safest for highways.” 

According to Mr. Toms, designs 
for three lane pavements incorporate 
features which make them readily 
convertible into divided four lane 
highways. Outside lanes are of 
cement and the middle lane is of less 
costly bituminous construction. Most 
of the traffic load is carried on the 
outer permanent lane and the center 
lane is used primarily for passing. 
If future expansion to a four lane 
highway becomes necessary, the sur- 
facing material of the center lane can 
be removed and salvaged for shoul- 
der treatment. Thus the original 
center lane becomes the dividing 
strip for planting, and the two per- 
manent lanes become the inside lanes 
of a four lane divided highway, after 
two new outside lanes of concrete 
have been added. 


Shorter Days Bring More 
Accidents to Children 


SOME INTERESTING STATISTICS CON- 
CERNING ACCIDENTS TO CHILDREN 
have recently been released by the 
Lumbermens Mutual Casualty Com- 
pany of Chicago. 

“Although they are off the street 
and in school where they should be 
safe much of the time during the 
day, it is unfortunately a fact that 
more children are seriously injured by 
automobiles during September and 
October than in any other two 
months of the year. 

“The reason is the ‘carnival spirit’ 
among children aroused by meeting 
again and once more forming the 
groups and ‘gangs’ interrupted by 
vacation time. In the first few days 
and even weeks they race out of 
school in a state of excitement, play 
in the streets, and are more subject 
to automobile accidents than later 
when the good effect of safety in- 
struction and the discipline of teach- 
ers and safety patrols have been 
felt. 

“The following are the most seri- 
ous causes of motor vehicle acci- 
dents to children on streets: 

Playing and crossing between inter- 
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Running out from behind cars... .29.0% 
Riding bicycles ........ ale ekiew ten 16.0% 
All other causes ........ . 25.6% 


“Another important factor in the 
increased accident toll is the shorter 
days and lower visibility during the 
autumn. In October, for example, 
with more playtime after dark, the 
number of accidents to children run- 
ning in the streets is double the 
monthly average. The motorist who 
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reduces his usual speed by 10 miles 
an hour after sunset will help to 
prevent these accidents.” 
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Clarifies Ohio Ruling On 
Financed Automobiles 


SUPERINTENDENT OF INSURANCE 
ROBERT L. BOWEN OF OHIO RECENTLY 
notified all fire and casualty insur- 
ance companies writing property in- 
surance on automobiles in the state 
that previous rulings by the Depart- 
ment on the subject of insurance on 
financed automobiles have been mis- 
interpreted by somé companies. To 
clarify the Department’s position in 
the matter Superintendent Bowen 
has now ruled as follows: 

“Under date of March 18, 1938, this 
office supplemented its ruling of November 
6, 1936, on the above captioned subject 
matter. Said rulings have been interpreted 
by some companies as not requiring the 
supplying of policies, certificates, or notices 
of insurance properly countersigned, to pur- 
chasers of financed automobiles. _ 

“Therefore, it is the ruling of this office, 
in conformity with thé recommendations of 
the National Association of Insurance Com- 
missioners, as follows: t 

1. That insurance companies writing 
property insurance on financed automobiles 
in Ohio shall supply every person insured 
thereby with a policy or full and complete 
information regarding premiums, duration 
of the contract, whether double or single 
interest insurance, and the terms and con- 
ditions of such insurance. 

2. Such policy or evidence thereof, should 
be countersigned by a bona fide resident 
agent in Ohio. 

“If your company writes property insur- 
ance on automobiles in Ohio, kindly ac- 
knowledge receipt of this ruling and notify 
all interested parties accordingly.” 


Silver Jubilee of 
National Safety Congress 


MORE THAN 10,000 MEN AND WoOM- 
EN FROM ALL OVER THE WORLD WILL 
assemble in the Stevens Hotel Octo- 
ber 10-14 as delegates to the National 
Safety Council’s Silver Jubilee Safety 
Congress and Exposition. 

The Congress will celebrate the 
Council’s 25 years of accident fight- 
ing, encouraged by reports of sus- 
tained improvement in the nation’s 
accident troubles since the last Con- 
gress a year ago. 

Then, with a panel of more than 
500 chairmen, speakers and discus- 
sion leaders, the Congress will pro- 
ceed to take accidents apart in an 
effort to find out why they took 106,- 
000 lives Iast year in the United 
States and drained more than three 
and a half billion dollars from the 
American pocketbook. 

All kinds of accidents—industrial, 
traffic, home and public—will come 





under the scrutiny of the delegates. 

Of increasing importance this year 
because of the 39,500 lives lost in 
traffic accidents in 1937—an all-time 
high—will be the sessions of the 
Street and Highway Traffic Section. 
There engineers, public officials, po- 
lice and safety workers will hear 
what a year’s research has dug up 
about the nation’s No. 1 pestilence. 

At other sessions delegates will be 
seeking the answer to why house- 
wives fall down cellar stairs, and still 
others will be swapping experiences 
in more than 30 industrial sections, 
including such fields as cement, chem- 
ical, construction, mining, marine, pe- 
troleum, steel, public utilities and 
others. In various subject sessions— 
on dusts, falls, occupational disease, 
agricultural safety, and many others 
—delegates will discover how others 
have cut accident costs by new safety 
methods. 

The Congress will be accompanied 
by more than 130 exhibits, both com- 
mercial and contributive, including 
displays and many working demon- 
strations. 
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Adjuster Committee in First 
Meeting 


THE FIRST MEETING OF THE CON- 
FERENCE COMMITTEE ON ADJUSTERS 
—the joint ten-man board set up at 
the last convention of the American 
Bar Association to pass upon con- 
troversies growing out of the con- 
tention of some lawyers’ groups that 
the adjustment of insurance claims 
is the practice of law—was held on 
Sept. 21 at Chicago. Stanley B. 
Houck, Minneapolis, chairman of the 
American Bar Association’s standing 
committee on unauthorized of the 
law, served as temporary chairman. 

The initial meeting largely con- 
cerned itself with the details of set- 
ing up a permanent organization. 

Insurance members of the board 
are: Thomas T. Harvey, Hartford, 
Conn., of the Association of Cas- 
ualty and Surety Executives; Harlan 
S. Don Carlos, Hartford, Conn., of 
the International Claim Association ; 
Vernon A. Nichols, Washington, of 
the National Association of Inde- 
pendent Insurance Adjusters; Theo- 
dore Watters, Jr., Washington, of 
the National Board of Fire Under- 
writers; and Ambrose B. Kelly, Chi- 
cago, of the American Mutual Al- 
liance. Members representing the 
legal profession are Edwin M. Otter- 
bourg, New York; Fred B. H. Spell- 
man, Alva, Okla.; Henry B. Bren- 
nan, Savannah, Ga.; Oscar C. 


Brown, Syracuse, N. Y.; and James 
C. Jones, St. Louis, Mo. 
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Providing An Equitable Farm Income Is One Of The Nation’s Perennial Problems. 


Crop Insurance Launched By Federal 


I WAS about 20 years ago that a 

group of private stock companies 
~~ attempted to write an all-risk pol- 
icy on growing crops. On the whole 
the venture had a rather unhappy 
ending, particularly for companies 
offering a blanket coverage on major 
crops. (1) 


Within the past 6 weeks another 
crop insurance attempt has moved 
out of the planning and into the op- 
erating stage. This time the Federal 
Government is the underwriter. The 
experiment is being followed with a 
wide-spread and on the whole sym- 
pathetic interest. Because it may in 
time prove to be a means of removing 
much of the present hazard of farm- 
ing it deserves more than passing 
notice. 


The present undertaking in crop 
insurance was considered more or 
less seriously for several years prior 
to 1936. In fact as far back as 1923 
the Senate Committee on Agriculture 


(*) In later years policies were issued having a 
more limited coverage, restricted in area, and 


upon selected, high-value crops. These proved to 
be moderately successful. See this Journal, issues 
of December, 1927, January, March, April, May 
and June, 1928. 





Government 


By G. WRIGHT HOFFMAN 


PROFESSOR OF INSURANCE IN THE 
UNIVERSITY OF PENNSYLVANIA 


held hearings to consider the matter. 
In 1936, drought was widespread, the 
presidential campaign was on and 
each party was anxious to please the 
farmer. As a result platform pledges 
were made by both the Republicans 
and the Democrats in favor of crop 
insurance. Further Congressional 
hearings in 1937 followed a favorable 
report by a committee appointed by 
the President to study the matter and 
in February, 1938, the Federal Crop 
Insurance Act was passed. 


Under the provisions of this law 
a Crop Insurance Corporation has 
been set up with authorized capital of 
$100,000,000 and with $20,000,000 
made available for the first year’s 
operations. The corporation is under 
the general administration of a Board 
of Governors headed by the Under- 
secretary of Agriculture with a Man- 
ager in charge of actual operations. 
Following organization, policy con- 
tracts were framed, a deadline of 
August 31 was set for receipt of 


applications on winter wheat and, 
around the middle of July, the shingle 
was hung up for business. 

As of August 11 over 75,000 appli- 
cations had been received (with an 
estimate of 150,000 by August 31). 
These came from 21 states with 
Ohio, Missouri, Illinois, Nebraska 
and Kansas leading in the order 
named. Too much significance is 
not to be attached to the distribution 
between the states, however, as the 
promotional work in offering the in- 
surance got under way earlier in some 
states than in others. 

Two observations are in place. The 
first is that the insurance is selling in 
sufficient volume and over wide 
enough area to permit an averaging 
of premiums against losses as be- 
tween localities. This of course will 
not meet the problem of widespread 
drought in any one year, requiring a 
number of years experience to aver- 
age out, but it should serve to aver- 
age a wide range of purely local 
variations. 

The other point worth noting is 
that to a surprising extent farmers 
from the less hazardous areas are 
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applying for the insurance. It was to 
be expected that farmers from the 
West Texas-Oklahoma-Kansas area 
would apply en masse; it was not to 
be expected that the farmers of Ohio, 
Indiana, Illinois and Michigan would 
apply so freely. Since drought is the 
principal hazard insured, these latter 
states were rather assumed to be in 
a favored position and that the in- 
surance would not appear attractive 
to them. The answer seems to be in 
the rating structure in which the 
premiums in the East Central states 
are much lower than those for the 
West Central area. Thus for Eastern 
Pennsylvania, Maryland, Delaware 
and Northern Virginia the rate 
ranges less than 5 per cent for 75 per 
cent of average yield. In Ohio, In- 
diana and Illinois it ranges from 5 to 
10 per cent. In Western Kansas, 
Eastern Colorado, Western Okla- 
homa and Western Texas it ranges 
from 25 per cent upward. 


Plan of Insurance 


T MUST be said in fairness to 

those who have done the spade 
work in this undertaking that they 
have not jumped into it entirely emp- 
ty handed. A _ small nucleus of 
trained men within the Department 
of Agriculture have been working on 
the problem for the past three or four 
years. Their judgment has benefitted 
from earlier attempts to write this 
line; they have consulted insurance 
experts in related lines of insurance ; 
they have drawn freely from the rec- 
ords of the Crop Reporting Board 
and the Agricultural Adjustment Ad- 
ministration. 

As a first step it was decided to 
write the insurance only on wheat. 
This was mainly for the reason that 
at best the data available to construct 
adequate and equitable rates were 
none too good but that the records 
for wheat were better than those for 
other major crops. 

A second important point was the 
decision to require premium and loss 
payments in kind rather than in val- 
ues. This was done mainly to avoid 
the hazard of market price declines 
but in part also to add to the plan an 
ever-normal granary feature. In ear- 
lier experiments in crop insurance 
much of the loss sustained was occa- 
sioned by a concurrent drop in mar- 
ket price with a yield below the aver- 
age insured. While this might occur 
less frequently when the insurance 
is written over wide areas it was 
probably wisely decided not to in- 
clude this additional risk. 

By accepting premiums in kind 
and holding these until such time as 
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losses are established the Govern- 
ment is in effect withdrawing sup- 
plies from the market at a time when 
supplies are ample and feeding them 
back when they are scarce. How this 
will work out in practice is prob- 
lematical. On paper, it appears to 
return to the insured wheat at least 
as valuable and perhaps more valu- 
able than that put up as premiums. 
But the supplies so carried would 
need to be quite large—much larger 
than they probably will be—to have 
an appreciable effect upon the market 
price. 


Because of practical problems in 
handling small, amounts scattered 
everywhere, also. adjustments for 
quality and for local price structures, 
it will usually be found necessary to 
dispose of small premium payments 
in kind at local points and re-buy in 
round lots at centers more convenient 
for storage. The costs of storage to- 
gether with administrative expenses 
are to be borne by the Government 
and only the net cost of insurance by 
the insured. 


The hazards covered are enumer- 
ated in the policy. They include loss 
in yield due to “drought, flood, hail, 
wind, frost, winterkill, lightning, fire, 
tornado, storm, insect infestation, an- 
imal pests, plant disease, excessive or 
deficient moisture, incursions of an- 
imals, and any other unavoidable 
cause not excluded herein.” Certain- 
ly the insuring clause is broad 
enough. But to restrict it unduly 
with respect to the wide range of 
uncertain growing conditions would 
probably result in discrimination in 
meeting claims. The insurance does 
not cover, and rightly so, failure on 
the part of the insured to properly 
prepare and care for the crop includ- 
ing reseeding where nécessary; nor 
does it cover such matters as damage 
to quality, overplanting, the use of 
defective seed, loss caused by over- 
pasturing or by neglect or malfeas- 
ance or theft. 


There are included also as a neces- 
sary part of the policy a number of 
the provisions found in standard in- 
surance policies. These cover such 
matters as fraud and misrepresenta- 
tion, other “all-risk” insurance, 
change of interest including the right 
of assignment, notice of damage, har- 
vest, loss and proof of loss, when 
indemnity becomes payable and the 
circumstances under which a refund 
of premium will be made. These pro- 
visions are in no way arbitrary or 
unusual and do not need further em- 
phasis here. Premiums must be paid 
in full in advance. 





Determination of Premium Rates 


B* FAR the most difficult problem 
to solve in writing this type of 
insurance is the rating structure. It 
must be equitable not only between 
areas but between individual farms 
in the same area and without the pos- 
sibility of grouping large numbers of 
risks in a common classification. 
Furthermore the rates set up must 
prove adequate over a period of time 
but at the same time be low enough 
to make the insurance attractive. To 
this end schedules were prepared for 
a coverage of 50 per cent of average 
yield and for a coverage of 75 per 
cent from the best data available. 


There were available data from the 
Agricultural Adjustment program 
giving yield records for a large num- 
ber of individual farms covering the 
six years, 1930 through 1935. There 
were in addition the annual records 
by counties of the Crop Reporting 
Board. From these two sources, 
county estimates were prepared of 
average yield and average loss cost 
for the 10-year period 1926-1935. 


In addition each insured supplies 
in his application a yearly record, be- 
ginning with 1930, of acres seeded to 
wheat and annual production from 
which his own average yield and 
average loss cost in bushels can be 
calculated. Not in ail cases can the 
individual applicant supply these back 
records in which case an appraisal 
must be made for average yield and 
reliance placed mainly on farms of 
similar character within the county 
for estimates of loss cost. However, 
for all cases of farmers cooperating 
in the Agricultural Adjustment pro- 
gram and applying for this insurance, 
these earlier records are available. 
The final premium rate represents a 
simple average of the individual farm 
experience and the average experi- 
ence of the county in which the farm 
is located. 


As an illustration assume that 
Farm X had a 6-year (1930-35) av- 
erage yield of 20 bushels per seeded 
acre. Seventy-five per cent of this 
would be 15 bushels per acre which 
would represent the insurance cover- 
age for this farm if it were calcu- 
lated only from its own records. But 
in 1932 the actual yield was only 13 
bushels and in 1934 only 8 bushels, 
the other four years having a yield 
of at least 15 bushels. Then the aver- 
age loss cost for this farm estimated 
from its own experience would be 


(15—13 + (15—8) 





or 1% bushels 


6 


per acre or 10 per cent of the 15- 
(Continued on page 26) 
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Mutuals Prepare For Biggest Convention 


ENOWNED as a meeting place 
as long ago as the days when 
colonial celebrities gathered 

thereabout to formulate campaigns, 
Syracuse will become on October 2 
the center of the world of mutual fire 
insurance. On that date fire company 
executives from the four corners of 
the United States will open the four 
days of meetings which are to mark 
three of the more important annual 
conventions of mutual insurance. The 
conventions scheduled are: 

The 43rd annual convention of the 
National Association of Mutual In- 
surance Companies. 

The 22nd annual meeting of the 
Federation of Mutual Fire Insurance 
Companies. 

The 8th Mutual Insurance Adver- 
tising-Sales Conference. 

Because New York state is recog- 
nized as one of the strongest mutual 
insurance areas in America—with 
some 160 of its fire companies having 
their home offices there—and _be- 
cause of its proximity to other areas 
in which mutual companies predomi- 
nate, attendance at the combined con- 
ventions is expected to reach a figure 
higher than any which has been 
achieved in their histories. 

Two of the oldest mutual insurance 
companies in the United States—the 
Suffolk County Mutual Insurance 
Company of Southold founded in 


1836, and the Glen Cove Mutual In- 
surance Company of Glen Cove 
founded in 1837—are native to New 
York, and a very large number of the 
companies domiciled in the state have 
been in continuous operation for 
from fifty to seventy-five years. Their 
long records of successful operation 
are part of the widespread evidence 
of the soundness of the fundamental 
principles of mutual insurance. 

While the conventions proper will 
not open until Monday, October 3, 
officials of the state and national As- 
sociations of Mutual Fire Insurance 
Companies will come together in a 
meeting slated for the morning of 
Saturday, October 1. This will be 
followed by a luncheon for the meet- 
ing attendants, and in the evening 
there will be a dinner for the officers 
and their ladies. 


EGISTRATION will begin on 

Sunday, October 2, a day which 
will be featured by the annual ex- 
hibit of the Mutual Insurance Ad- 
vertising-Sales Conference. The ex- 
hibit this year will be by all odds the 
most comprehensive showing of in- 
surance advertising in history, rang- 
ing as it does from showings of 
magazine and newspaper advertising 
campaigns down to match covers, 
blotters, and billboards. It will be 





held at the Hotel Syracuse. More 
than 200 of the major mutual insur- 
ance companies, to whose exhibits the 
exposition is strictly limited, will ex- 
hibit samples of the advertising which 
they have found most effective dur- 
ing the past year. A total of 228 
awards in the 76 classifications rep- 
resented will require some 2500 
square feet of exhibition space for 
showing. 

A jury of prominent advertising 
executives is at present being chos- 
en to judge the exhibits. Because of 
the demand which has developed in 
past years plans have been made to 
permit the showing of prize-winning 
exhibits at various local advertising 
clubs throughout the United States 
during the coming year. 

On Sunday evening those attend- 
ing the combined conventions will be 
privileged to attend a concert which 
has been arranged as one of the 
features of the meetings. 

Business meetings will begin in 
earnest on Monday, with a breakfast 
of the leaders in the divers group 
meetings being scheduled for 7:45, 
and a meeting of officers of the Na- 
tional Association of Mutual Insur- 
ance Companies slated to begin at 
9:00. There will be a Federal Land 
Bank Luncheon at noon, and a gen- 
eral meeting at 7:00. 

The Mutual Insurance Advertis- 
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ing-Sales Conference will convene at 
9:00, and will resume its study of the 
advertising problems which are of 
particular interest to mutual compa- 
nies at 2:00. 

There will be a reception and tea 
for the members of the Ladies’ Auxil- 
iary at 4:00. 

As has been the case in other 
years a great deal of the most valu- 
able work of the combined conven- 
tions will be done at the meetings of 
the specialized groups for which indi- 
vidual meetings have been arranged. 
On Monday the automotive and the 
windstorm groups will hold the cen- 
ter of the stage, with both morning 
and afternoon sessions. 

For those whose interests allow 
time free from the meeting groups, 
arrangements have been made for 
golfing throughout the entire day at 
various Syracuse clubs. 


HE first general meeting will be 

held on Monday evening, with 
several speakers prominent in the 
insurance world expected to be on 
hand. In the past the general meeting 
upon the convention’s first night has 
proved to be the most largely at- 
tended scheduled. 

Group meetings will hold the cen- 
ter of the stage on Tuesday, October 
4. The mutual Insurance Advertising- 
Sales Conference will hold both 
morning and afternoon meetings, di- 
vided by that group’s annual lunch- 
eon. There will be a breakfast for 
those interested in hail insurance ; and 
the automotive, city and town, and 
the farm groups will hold meetings 
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both morning and afternoon. The 
hail group’s initial meeting will be 
held in the afternoon. 

There will be a morning business 
meeting of the Ladies’ Auxiliary, 
which will be followed by a luncheon. 


Wednesday will see breakfast 
meetings of the Grange Mutuals and 
of the Past Presidents of the Na- 
tional Association of Mutual Insur- 
ance Companies. Meetings of the 
city and town, and farm groups will 
be held during the morning, as will 
sessions of the Mutual Insurance Ad- 
vertising-Sales Conference and of 
the Ladies’ Auxiliary. The official 
convention picture, including as many 
as possible of those attending the 
conventions, will be taken at noon. 


The general business meeting of 
the National Association will be held 
Wednesday afternoon, with the re- 
ports of standing committees and the 
reports of the chairmen of the group 
meetings scheduled for consideration. 
The meeting will be presided over by 
Frank Bishop, Pawtucket, R. I., the 
Association’s president. Present upon 
the platform will be Harry P. Cooper, 
Indianapolis, Ind., the Association’s 
veteran secretary, and Frank B. Fow- 
ler, Indianapolis, Ind., the Associa- 
tion’s treasurer. 


The featured address will be de- 
livered by Hon. Louis A. Pink, Su- 
perintendent of Insurance of the state 
of New York, who has chosen as his 
subject “The Objectives of Mutual 
Insurance”. Other speakers will be 
Dr. V. N. Valgren, principal agricul- 
tural economist of the Farm Credit 
Administration, Washington, D. C., 
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who will discuss “Inter-Company Co- 
operation”, and Dr. S. E. Ronk, busi- 
ness analyst of Springfield, Mass., 
whose subject will be “Banking Serv- 
ice for Mutual Insurance”. 

Directors of the Association, also 
representatives of companies mem- 
bers of the Improved Risk Mutuals 
will hold meetings later in the after- 
noon. The convention of the National 
Association of Mutual Insurance 
Companies will have its formal end- 
ing at the banquet to be held on 
Wednesday evening. 

The Federation of Mutual Fire 
Insurance Companies, which has as 
members chiefly the larger advance- 
premium general writing mutual fire 
companies, will hold several sessions, 
with L. G. Purmort, president, in the 
chair. Discussion of current prob- 
lems especially incident to the organ- 
ization will occupy most of the time 
of the meetings, but various outside 
speakers are on the program for 
Wednesday morning, including Henry 
H. Heimann, executive manager of 
the National Association of Credit 
Men, and Arthur E. Hartzell, public- 
ity director of Ward, Wells, and 
Dreshman of New York City. 

Mr. Heimann will discuss the close 
community of interest which exists 
today between the credit man and 
the insurance companies. In recent 
years it is regarded as having become 
ever more obvious that insurance 
serves as the most important of all 
bulwarks of credit, and the growing 
realization of this fact on the part 
of insurance men is expected to make 
this one of the most popular address- 
es of the conventions. 


COMMITTEES 


HAROLD A. BANKS 
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UBLIC relations of insurance 

companies, a subject which be- 
comes yearly more and more a mat- 
ter of concern to executives, will be 
the burden of Mr. Hartzell’s address, 
his company having been close to 
many national public relations cam- 
paigns. 

Thursday, October 6, although out- 
side the regular conventions, will see 
a number of meetings of special 
groups which will be of considerable 
importance. The officers of the state 
associations of the National Associa- 
tion of Mutual Insurance Companies 
will come together at a morning ses- 
sion, as will the representatives of 
the Mill and Elevator Mutuals. 

A portion of Thursday will be 
given over to a tour of the Thousand 
Islands, upper New York state’s out- 
standing scenic attraction, and it is 
expected that a very large per- 
centage of those attending the con- 
ventions will take advantage of the 
opportunity to experience at first- 
hand the celebrated beauties of the 
region. 

The Automotive Group will hold 
a series of meetings devoted to con- 
sideration of matters having to do 
with its own particular section of the 
insurance field. Presiding will be E. 
W. Sawyer, Assistant General Coun- 
sel of the Liberty Mutual of Bos- 
ton, who will also deliver an address 
on “A Panorama of Liability, Insur- 
ance.” Other highlight speakers will 
be Dr. Ralph H. Blanchard, Pro- 
fessor of Insurance, Columbia Uni- 
versity, discussing “Insurance Edu- 
cation” and Joseph T. Collins, Chief 
of the Rating Bureau, New York In- 
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surance Department, who will talk 
on “Rating Problems.” 

The preliminary work incidental 
to staging so important a group of 
conventions has this year, as in the 
past, fallen largely upon local mutual 
people. Thanks are due to the officers 
and committee members of the New 
York State Association of Mutual 
Insurance Companies for their devo- 
tion to the task of making the nu- 
merous arrangements necessary to 
insure the success of such a compre- 
hensive meeting. 


This Association is headed by E. 
W. Brigham. He has been aided in 
no small measure by Roy J. Chase, 
Lockport, last year the National As- 
sociation’s president, the present offi- 
cers of the National Association, and 
by many others. 

Much credit should go, of course, 
to R. M. Stanton, secretary of the 
New York Association and general 
chairman of the convention, who was 
ably assisted by E. W. Vary, the or- 


ganization’s treasurer. 


Committees which aided greatly in 
handling the ubiquitous details which 
precede such a large gathering in- 
clude: 


GENERAL COMMITTEE: R. J. Chase, 
Chairman, Lockport, N. Y.; John L. Train, 
Utica, N. Y.; W. A. McNeeley, Buffalo, 
N. Y.; John Brogan, Buffalo, N. Y.; H. G. 
King, Jamestown, N. Y.; Morris S. Tre- 
maine, Buffalo, N. Y. 

FINANCE COMMITTEE: R. J. Chase, 
Chairman, Lockport, N. Y.; Frank P. 
Tucker, Albany, N. Y.; A. M. Faulknor, 
Amsterdam, N. Y.; Boris Fogelson, Wood- 
ridge, N. Y.; Leon Walworth, Norwich, 
N. Y.; John Secrist, Williamsville, N. Y.; 
H. S. Fullager, Penn Yan, N. Y.; Ira 
Tipple, Schenevus, N. Y. 
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ENTERTAINMENT COMMITTEE: 
Thomas F. Cotton, Chairman, Friendship, 
N. Y.; C. P. Milks, East Randolph, N. Y.; 
Carey Fish, Albion, N. Y.; Roland V. 
Gage, Esperance, N. Y.; V. D. Robinson, 
Edmeston, N. Y.; D. B. Rider, Albany, 
N. Y.; Walter Stevens, Greenville, N. Y.; 
Mr. Day, Syracuse, N. Y. 


ADVERTISING COMMITTEE: Har- 
old Banks, Chairman, Moravia, N. Y.; Ar- 
nold Davis, Lavonia, N. Y.; A. C. Ewell, 
Wyoming, N. Y.; H. F. McLaughlin, 
~~ Isle, Maine; Mr. Day, Syracuse, 


PROGRAM COMMITTEE: W. P. K. 
White, Chairman, Batavia, N. Y.; C. L. 
Frost, Montour Falls, N. Y.; C. D. Griffin, 
East Windsor, N. Y.; George Merrill, Wa- 
tertown, N. Y.; Henry Robens, Stillwater, 


N. 


LADIES COMMITTEE: Mrs. C. L. 
Frost, chairman, Montour Falls, N. Y.; 
Mrs. W. P. K. White, Batavia, N. Y.; Mrs: 
H. J. Haith, Manlius, N. Y.; Mrs. A. M. 
Faulknor, Amsterdam, N. Y.; Mrs. Joseph- 
ine H. Hoxie, Genoa, N. Y.; Mrs. Keller, 
Syracuse, N. Y.; Mrs. M. D. Walker, Au- 
— N. Y.; Harold Stanley, Skaneateles, 


RECEPTION COMMITTEE: Ray P. 
White, Chairman, Moravia, N. Y.; Stanley 
Depew, Auburn, N. Y.; L. J. Simpson, 
Hornell, N. Y.; C. F. Morse, Roxbury, 
N. Y.; H. J. Dye, Akron, N. Y.; D. L. 
Wilkinson, Batavia, N. Y.; H. G. Webster, 
Weedsport, N. Y.; Martin Hall, Canandai- 
gua, N. Y.; F. B. Shipman, Cooperstown, 
N. Y.; Philander Packard, Masedon, N. 
Y.; John L. Fuller, Castile, N. Y.; A. D. 
Gibson, East Durham, N. Y.; Jay C. Cot- 
trell, Hoosick Falls, N. Y.; Almond K. 
Dennis, Cameron, N. Y.; Edwin Weber, 
Jeffersonville, N. Y. 


TRANSPORTATION COMMITTEE: 
Thomas Munro, Camillus, N. Y.; John 
Griffin, Elbridge, N. Y.; H. J. Haith, Man- 
lius, N. Y.; Mr. Walker, Baldwinsville, 
N. Y.; V. Williams Bull, Chittenago, N. Y.; 
H. D. Parker, Homer, N. Y.; W. F. 
Rasbach, Herkimer, N. Y.; Lynn H. 
Holmes, New Woodstock, N. Y. 


COMMITTEES 





THOMAS H. MUNRO 
Transportation 
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ANNUAL CONFLAGRATION 
National Fire Protection Association 
— ra 5d Big Fires of 1937 
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Fires which from the best estimates Xi, 
of loss available exceed one- 
quarter million dollars each 
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THE “WHY” OF MAJOR FIRES 


WNERS of properties where 

huge values are concentrated 
might logically be expected to take 
every possible precaution against the 
occurrence of fire, if only for the 
protection of their own interests. But 
that they do not do so in every case 
seems to be the lesson contained in 
an analysis by the National Fire Pro- 
tection Association of the 25 fires 
of 1937 which resulted in losses of 
more than $250,000. 

“Inferior construction” and “high- 
ly combustible contents” were the fac- 
tors most frequently noted in an an- 
alysis of the reports upon these large 
fires, the locations and characters of 
which are indicated on the accom- 
panying map. Next in order are 
“lack of adequate private protection”, 
“unprotected vertical openings”, and 
“headway of fire when discovered”. 

“These large losses might have 
been prevented or extinguished in 
their incipiency had adequate prep- 
aration been made beforehand,” the 
N. F. P. A. analysis points out. “Tab- 
ulation and summarization of the de- 
tails of the fires indicate that recog- 
nized fire prevention and fire protec- 
tion rules had largely been disre- 
garded. With little or no means to 
detect or extinguish a fire before it 
gets a head start, with plenty of com- 
bustible material to feed upon, and 
with but little provision in the way of 
construction features to confine a 
fire to a reasonably small area, even 
the best equipped fire department is 
handicapped in its efforts to prevent 
complete destruction. A little fore- 
thought and expense certainly would 
have been profitable investments in 
most of these cases where values of 


$250,000 or more were involved. 

“A study of the times of day that 
these fires occurred shows that the 
8-hour period from 4 a.m. to noon on 
Sundays is the most likely time for 
larger loss fires, as five of them oc- 
curred during that time. Half the 
fires occurred during Saturday or 
Sunday, generally when there was 
the least business activity. This con- 
tinues the trend of previous years, 
and seems to indicate that fires which 
start during greatest business activ- 
ity are detected and extinguished be- 
fore becoming large losses, while 
those occurring during periods of de- 
creased activity are more likely to 
spread beyond control before being 
detected.” 

The major fires of 1937 were: 

Jan. 24, Cincinnati, Ohio, Conflagration. 
Loss $1, 225, 000. Gasolirle floating on flood 
waters presumably ignited by short circuit 
in broken power line. 

Jan. 26, Louisville, Ky., Varnish com- 
pany. Loss $265,000. Naphtha floating on 
_ waters presumably ignited by boiler 

re, 

Jan. 29, Newberry, Mich. Flooring mill. 
Loss $250,000. Combustible buildings and 
contents, strong wind, inadequate fire-fight- 
ing equipment. 

Jan. 30, Mt. Vernon, Ill. Biscuit com- 
pany. Loss $250,000. Fire gained too much 
early headway. 


Feb. 6. Muskegon, 


Mich. Mercantile 


Block. 


Loss $400,000. Numerous unpro- 


tected openings; no sprinkler protection. 

Mar. 14. Springfield, Mass. Hardware 
company. Loss $275,000. Poor construction, 
unprotected openings, no sprinkler protec- 
tion. 

Mar. 14. Jackson, Mich. Screw machine 
factory. Loss $340,000. Floors oil-soaked ; 
improper storage and use of flammable cut- 
ting oils. 

Mar. 18. London, Texas. High School. 
Loss $300,000; 294 lives. Leaking gas in 
concealed space exploded by arc of electric 
switch. 


Mar. 31. Marion, Ind. Veterans Hos- 
pital. Loss $300,000. Old building with un- 
agai stairways; started by kitchen 
re. 

Apr. 4. Montreal, Que. Drug ware- 
house. Loss $328,000. Unknown cause. 

Apr. 10. Greenfield, Wis. Milling com- 
pany. Loss $1,250,000; 9 lives. Explosion 
put sprinkler system largely out of com- 
mission. 

May 5. Natural Dam, N. Y. Paper com- 
pany. Loss $450,000. Overheated bearing 
ignited paper. Extinguishers emptied the 
day before in putting out fire in same 
bearing. 

May 6, Lakehurst, N. J. Zeppelin Hin- 
denburg. Loss $3,750,000; 36 lives. Hydro- 
gen gas ignited in landing. 

June 15. Dayton, Ohio. Group fire. Loss 
$300,000. Combustible construction and 
strong wind spread lumber yard fire. 

Aug. 14. Philadelphia, Pa. Railroad 
Pier. Loss $335,000. Fire gained early 
headway in unobstructed combustible area. 

Aug. 20. Glendale, Ore. Lumber yard. 
Loss $250,000. Low humidity; fire gained 
early headway. 

Sept. 15. Weehawken, N. J. Drug plant. 
Loss $600,000. Explosion put fire doors 
and sprinklers out of commission. 

Sept. 28. Minneapolis, Minn. Grain ele- 
vator. Loss $600,000. Explosion spread 
fire rapidly. 

Oct. 15. Slippery Rock, Pa. State Nor- 
mal School. Loss $500,000. Lack of fire 
stops permitted fire to gain early headway. 

Oct. 25. Michel, B. C. Coal handling 
plant. Loss $369,000. Lack of sufficient 
fire-fighting equipment. 

Oct. 31. Mt. Vernon, Ohio. Mercantile 
buildings. Loss $300,000. Improperly pro- 
tected construction ; inadequate fire-fighting 
equipment, 

Nov. 7. Kingston, N. Y. Mansion. Loss 
$300,000. Chimney sparks on shingle roof. 

Nov. 16. Columbus, Ohio. Mercantile 
buildings. Loss $750,000. Unprotected con- 
struction let fire gain early headway. 

Dec. 12. Washington, D. C. Shoe store. 
Loss $400,000. Delay in discovering fire; 
no sprinkler protection. 

Dec. 12. Iowa City, Iowa. Seed corn 
plant. Loss $250,000. Sprinkler system out 
of commission, 


Fire Prevention Week 
October 5-9 


FIRE PREVENTION WEEK, AN AN- 
NUAL OCCASION MARKING THE AN- 
niversary of the Chicago Fire on 
October 9, 1871, will be observed 
throughout the United States and 
Canada October 9-15. A special ef- 
fort is made during this period to 
impress upon property owners that 
much needless waste of property and 
life itself is caused each year by fire. 

The National Fire Protection As- 
sociation as in former years, is as- 
sisting local Chambers of Commerce 
and other civic organizations in the 
formation of plans to bring this event 
to the attention of the largest pos- 
sible number of people in America. 
Those interested in promoting Fire 
Prevention Week may secure litera- 
ture and posters by addressing the 
National Fire Protection Association, 
60 Batterymarch Street, Boston. 
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There Should Be No Confusion In An Insurance Policy As To Exact Location of the Property Covered. 
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Description of Property in The Fire 
Insurance Contract 


HE form of basic fire insurance 

contracts and of the principal 
endorsements is standardized by law 
or practice in all states; interpreta- 
tions by adjusters and courts have 
standardized their meaning. There 
are variations between states, more 
in meaning than in form, but in only 
a few cases are they important. The 
description of property in terms of 
its nature, location, and use is, how- 
ever, still open to wide variations 
dependent on the skill and care of 
the local representative writing the 
policy. 

Properly to describe property, care- 
ful inquiry must be made and the re- 
sults of the inquiry set down in exact 
Failure to comply with 
these essentials leads in many cases 
to controversy and to failure of the 
contract to cover the property which 
the policyholder desired to insure. 
On a large share of policies in force 


By RALPH H. BLANCHARD 


SCHOOL OF BUSINESS, COLUMBIA UNIVERSITY, 
COPYRIGHT 1938 BY RALPH H. BLANCHARD, 
NEW YORK, N. Y. 


no claims are made, and errors or 
inadequacies of description are not 
discovered; as to many on which 
claims are made the parties may 
agree without legal action on the in- 
tended coverage even though it is not 
clearly stated. 

The policyholder whose claim is 
denied on the ground that the prop- 
erty to which loss or damage has 
occurred is not that described in the 
policy may sue in a court of equity 
for reformation of the policy, or he 
may argue that the misdescription is 
the error of the insurer and that, 
therefore, the latter is estopped from 
setting it up as a defense against a 
claim.? 
~ 4See Patterson, E. W., “Essentials of Insur- 


ance Law”, pp. 424 ff; “Vance on Insurance”, 
2nd ed., pp. 214 ff. 


If the policyholder is to succeed in 
a suit for reformation he must show 
that both he and the insurer intended 
to cover property subject to a descrip- 
tion different from that embodied in 
the policy, and that the writing of 
the incorrect description and the ac- 
ceptance of the policy so written were 
a mutual mistake. In most jurisdic- 
tions, the fact that the policyholder 
has not read his policy will not defeat 
his claim, since it is customary for 
such documents to be accepted and 
held without reading.” If the court 
decides that there has been a mutual 
mistake it will order the contract re- 
formed to express the true intention 
of the parties. If the insured shows 
that he correctly described his prop- 
erty to the representative of the in- 
surer, who wrote an _ inadequate 
description into the policy, the in- 

~ 2 he le legal ee set forth in this article are 


those generally accepted; for the law in a specific 
jurisdiction foual authorities should be consulted. 
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surer will be estopped from taking 
advantage of its own act to deny cov- 
erage. Here, also the policyholder is 
under no duty in most jurisdictions 
to examine the policy to determine 
whether its terms correspond to his 
understanding. 

While the policyholder has these 
remedies in court he is subject to the 
practical necessity of presenting his 
evidence and arguments, and of prov- 
ing his point. Even if his contention 
is true, he may not be able to bring 
satisfactory evidence to support it, 
and, in any event, he will be subject 
to delays and expense. From the in- 
surer’s point of view, it is desirable 
to avoid controversies, to know ex- 
actly what property is insured, and 
to charge a proper rate. The fact that 
the insured may be able to cure a 
misdescription by negotiation or court 
action, or that the insurer may defeat 
a claim by showing that the policy- 
holder’s loss was on property not 
described in the policy, should not 
make either less careful in seeing to 
it that the policy carries an accurate, 
complete description. At all times, 
both parties should have in mind the 
possibility of loss, and should so 
frame the description that it will be 
quite clear to them whether the prop- 
erty is covered. 


e ee @ 
REQUENTLY the question aris- 


ing in cases on description of 
property is the meaning of the de- 
scription as written. Here there is 
no question of rewording the policy 
or of denying the insurer a defense 
based on its terms, but rather of de- 
termining what those terms mean. 


If there is ambiguity in the de- 
scription of the property insured, it 
will be construed liberally in favor of 
the insured. The question of am- 
biguity is for the jury to decide, re- 
membering that in case of doubt the 
purpose of the contract is to provide 
full indemnity for the insured. 

Courts are likely to be considerably 
more liberal in construing the de- 
scription of the property than in con- 
struing printed portions of the pol- 
icy. Such descriptions are usually 
prepared by the insurer’s representa- 
tive. The description will be held to 
apply to whatever property the par- 
ties clearly intended to insure, but 
the courts will not go beyond a rea- 
sonable construction of the words 
actually used. As Vance puts it, “The 
written description in the contract 
can be explained but not ignored.” 

The description of the property in- 
sured “covers not only what is specifi- 
cally mentioned, but also whatever is 
reasonably appurtenant to it or in- 
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cluded in it.”* The description of a 
building covers whatever would pass 
with the building under a deed con- 
veying the property to another. For 
example, a furnace and boiler have 
been held to be parts of an insured 
house; an annex to a building has 
been held covered by a policy on the 
building. The expression “steam saw 
mill” has been held to include the saw 
machinery contained in the mill. “But 
the plain import of the language em- 
ployed must not be disregarded.’ 
The expression, “decorations to the 
walls and ceilings”, does not include 
painting on outside walls. The ex- 
pression “machinery used” does not 
include machifiery kept for sale. A 
building “occupied as a tannery does 
not include the engine and machinery 
within the building. 

“A general understanding in the 
trade or a well established custom 
may be shown to clarify the meaning 
of words or terms of technical, in- 
definite, or doubtful import.”5 For 
example, evidence has been admitted 
to show that.a policy covering a junk 
dealer’s stock of rags and old metals 
covers also other material commonly 
held by junk dealers. In another case 
a aed of drugs and chemicals was 
held to include benzine, although the 
keeping of benzine was prohibited 
by the terms of the policy. The stock 
in trade of a furniture dealer has 
been held to cover also paints and 
varnish. The provision in the New 
York Standard Policy (lines 46-47), 
“any usage or custom to the contrary 
notwithstanding,” only imposes a 
greater burden of proof upon the in- 
sured to show that the description of 
property covers the material men- 
tioned. 

Additions, alterations and repairs 
are frequently covered under fire in- 
surance policies, The question some- 
times arises as to what constitutes an 
addition to a building. Where the 
policy is on a single building any 
other buildings will be covered as ad- 
ditions if they are connected physi- 
cally with the main building. In some 
cases buildings have been considered 
additions to the principal building 
where they have been connected in 
use, although they were physically 
separate. Where there is only one 
other building answering to the de- 
scription of an addition, there would 
be little doubt that that building 
would be covered. In the case of a 
blanket policy on a group of build- 
ings additions would mean any addi- 
tion to the plant, even though the 
buildings were physically distinct. 





“Richards on Insurance Law”, 3d ed., p. 288. 
*Ibid, p. 288, note. 
SIbid, p. 289. 





Where a policy is written on stock, 
a fluctuating stock is covered. It is 
not necessary that the amount on 
hand at the time of loss be the same 
as that on hand at the time the policy 
is written. 


— HE place where the insured prop- 
erty is located is ordinarily ma- 
terial to the contract because the rate 
may change with location and be- 
cause imsurers are accustomed to 
limit the amount of insurance which 
they will carry in any one general 
location. If the property is described 
as “located and contained” in some 
particular place, and the nature of the 
property is such that it would ordi- 
narily be used in other places from 
time to time, it will be covered during 
the course of its customary use. The 
words “and not elsewhere” were 
added for the purpose of limiting 
definitely the location to the place 
described in the policy, even though 
the customary use of the property 
might take it elsewhere. 

If the description of the property 
states merely that it is “located and 
contained” in a certain place the 
courts will ordinarily inquire whether 
its coverage in another location is ma- 
terial to the risk involved and whether 
the property described is such that 
the insurer should have expected it 
to be elsewhere in its ordinary use 
during the currency of the policy. If 
the property is of a type the use of 
which does not necessarily involve its 
being in other locations from time to 
time, the courts will not consider it 
as covered in locations other than 
those mentioned in the policy. 
Whether customarily used elsewhere 
or not, the words “and not else- 
where” may be taken in most cases 
definitely to limit the coverage of the 
property to the location specifically 
stated in the policy, although pro- 
vision is made for the coverage of 
the property “pro rata for five days 
at each proper place to which any of 
the property shall necessarily be re- 
moved for protection from fire”. 
This provision, which was formerly 
contained in the body of the policy in 
a more involved statement, makes 
definite a right resting on general 
principles of common law. 

Definite rather than indefinite 
terms should be employed. Rather 
than describe a building merely as a 
“house”, it should be described as a 
“two-story frame building with a tin 
roof”. Its use should be specified: 
“as a dwelling”, “as a grocery store”. 
If the use is to be restricted to that 
described: ‘‘only while occupied as a 


(Continued on page 26) 
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PARLIAMENT BUILDINGS, VICTORIA, B. C. 


State vs. Federal Regulation of 
Insurance Companies 


By HUGH H. EARLE 


COMMISSIONER OF INSURANCE, 
STATE OF WASHINGTON 
Excerpts from an address delivered before the 
annual meeting of the Association of Superinten- 
dents of Insurance of the Provinces of Canada, 
Victoria, B. C. August 22, 1938. 


T IS urged in favor of Federal 
regulation that the controversial 
question of the need for, and the 
purpose of, Convention examinations 
could finally be settled. It is also 
argued that uniform requirements 
would be enacted to apply equally to 
all companies and the necessity for a 
company’s compliance with the vary- 
ing standards and restrictions of the 
several states would be abrogated. I 
note that you in Canada have likewise 
debated whether the regulation of in- 
surance companies should be a matter 
solely within the jurisdiction of the 
Dominion or of the Provinces. 

Let us look into the facts to see 
what would be necessary before the 
matter of regulation of insurance 
companies might be brought within 
the control of the Congress and then 
let us see what could result from this 
type of supervision. 


At an early date objection was 
made to the regulation sought to be 
imposed by the states on the grounds 
that they were without authority to 
regulate the business of. insurance ; 
that such business was one in inter- 
state commerce and as such came 
within the exclusive control of the 
Congress by virtue of the express 
delegation to it of the right “to reg- 
ulate commerce.” In 1858 the Su- 
preme Court of the United States, in 
the case of Paul vs. Virginia, held 
the transaction of an insurance busi- 
ness is not within interstate com- 
merce and that the states have the 
right to enforce regulatory super- 
vision and control. This decision has 
been consistently followed by the 
American courts; but it is claimed 
by those who seek Federal control 
that the scope of the powers vested 
in the Congress have, by judicial de- 
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cision and interpretation, been en- 
larged during the past few years; and 
that the technical and limited defini- 
tions of what constitutes interstate 
commerce have been relaxed. This 
being so, it is claimed that amend- 
ment to the Constitution would not 
be necessary to give the Congress the 
right to set up a Federal agency for 
the supervision, control, and regula- 
tion of insurance companies, both 
with respect to domestic and alien 
companies. In my opinion this con- 
tention is unsound. The basis for the 
Supreme Court’s decision in the 
above-mentioned case was that a pol- 
icy of insurance constituted a simple 
contract of indemnity against loss. 
These contracts are not subject to 
trade and barter, nor are they offered 
in the open market as something hav- 
ing a value and existence, indepen- 
dent to the parties to them. Nor are 
they commodities to be shipped or 
forwarded from one state to another 
and then put up for sale; they are 
personal contracts between the par- 
ties; executed by signature and the 
transfer of consideration. Finally, the 
very character of the insurance busi- 
ness itself defeats the charge that it 
is in interstate. Have any of these 
grounds been modified or changed by 
recent decisions? I think not. 


HE powers of the Congress of 

United States are limited to those 
expressly given it by the Constitution 
and those which are necessary and 
convenient to carry these express 
powers into execution. Consequently, 
before it would have authority to en- 
act uniform laws on the subject of 
insurance, its regulation and control, 
a Cohstitutional Amendment, ap- 
proved by two-thirds of the two 
houses of Congress and ratified by 
three-fourths of the states would be 
required. Experience in the past has 
shown us that amendments to the 
Constitution are not readily ap- 
proved; some have been in the proc- 
ess of ratification or rejection for 
periods ranging up to eleven years. 
Supposing that an amendment were 
proposed by our Congress, would the 
voice of Congress take precedence 
over the regulatory power of the 
states? And if it did, then upon 
whom would control rest? There is 
a firmly fixed, and logically sound, 
rule in the United States that the 
several states have the inherent power 
to enact many kinds of legislation, 
but that when the Congress ha’ spok- 
en on the same subject, and its act is 
in derogation of the state statute, the 
Act of Congress will prevail. Would 
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the matter of insurance supervision 
hang in abatement pending the adop- 
tion or rejection of the proposed 
amendment ? 

But, is there a need for Federal 
supervision? It is true that in both 
your country and mine the great 
majority of all insurance companies 
are managed by men of the highest 
ideals and vision, many of whom | 
recognize in attendance here today, 
whose primary objective is to furnish 
their assureds the ultimate of protec- 
tion for a minimum of cost. But, 
unfortunately, there are a few who 
do not come up to the high standards 
set by the majority. And for these 
latter some type of regulation is ne- 
cessary. The primary object of any 
form of supervision must be a guar- 
antee of the solvency of the com- 
panies ; second, a regulatory director 
over the provisions of the policy con- 
tract; third, a prohibition of discrim- 
inatory rates; and fourth, a prompt 
and just determination of claims. 


Let us waive for the moment the 
necessary and detailed steps that 
would have to be taken before the 
Congress would have the power to 
create a Federal agency for the su- 
pervision of insurance companies and 
the regulation of their operations; 
and let us assume that a Federal In- 
surance Commission is legally creat- 
ed. Just what might be the result? 
All charters giving legal existence to 
the companies must necessarily come 
from the Federal Government by and 
through this agency created by the 
Congress. What would be the home 
state of these companies? Or, would 
they have a state or Federal domicile? 
In 1824 Mr. Chief Justice Marshall 
said that a suit by or against a cor- 
poration of the United States is a 
suit arising under the laws of the 
United States and in the absence of 
a Federal statute to the contrary, the 
Federal District Courts would have 
jurisdiction in all cases. Would the 
State courts be deprived completely 
of their authority to determine the 
insurance controversies of their citi- 
zens if in all cases the companies 
could remove to the Federal courts? 
But even if the Federal courts had 
jurisdiction to determine all ques- 
tions where insurance was involved, 
in which of the Districts would venue 
lie? The process of a Federal Court 
cannot run beyond the boundaries of 
the state in which it sits. Where 
could suit be brought? How would 
service of process be obtained? There 
would be no requirement that the 
companies maintain statutory agents 
to accept service if supervision were 
under the control of a Federal 
Agency and not the individual states. 
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In the event Congress amended Sec- 
tion 77 B of the present Bankruptcy 
Law so as to permit insurance com- 
panies to reorganize under the terms 
and conditions there allowed, would 
the rights of present policyholders be 
superseded by the persons or firms 
who furnish the new credit or secur- 
ities? I leave the determination of 
these questions to you gentlemen; 
you are as well qualified to answer 
them as I am. 


N THE other hand, let us con- 

sider the effect of state regula- 
tion. From early times, it has been 
an inherent right of the states under 
their general police powers to enact 
legislation designed for the protection 
and the preservation of the public 
welfare and safety. Would you not 
consider the welfare of the public 
involved in the regulation of firms in 
which thousands of workers have in- 
vested their meager savings for life 
protection and a guarantee of security 
to their beloved ones after death? 
Or firms in which thousands and 
thousands have paid their proportion- 
ate share of the risk for indemnity in 
the event their few valuables are 
destroyed by fire or other catastro- 
phe? 

Now we come to the question of 
examinations which has caused the 
subject of State or Federal super- 
vision to be debated. At the June, 
1936, meeting of the National Asso- 
ciation of Insurance Commissioners 
in St. Paul, the zone system of ex- 
aminations was presented by the 
speaker and at the following meeting 
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in December at Hot Springs, the zone 
system was put in operation. You are 
all familiar with this system so it will 
not be necessary to go into detail. 

This, in my opinion, was a step in 
the right direction and I had hopes 
that with the full and sincere coopera- 
tion of all the commissioners, it 
would produce a true picture of the 
companies’ operations and a true pic- 
ture of the financial statement, and 
also stop the old racket of examina- 
tions for a junket. It has improved 
the situation; however, the cost of 
examinations is still much too ex- 
pensive to the companies and I have 
every reason to believe that with the 
full and sincere cooperation of all of 
the commissioners this will be rem- 
edied. A commissioner himself can 
do much to cut down the cost of an 
examination. 


The activities of any insurance 
supervisory department may be sum- 
marized as follows: 


1. The maintenance of a permanent de- 
pository for the filing of policy forms, rate 
books and manuals for all companies doing 
business within the state. These files are at 
all times open for public inspection and are 
in many cases subpoenaed into court. 


2. Creation and supervision of a rating 
bureau for the maintenance of a uniform 
fire and casualty rate, based on the actual 
hazard involved. 


3. Detailed checking of all policy forms 
to be used within the state—requiring com- 
pliance with certain standard forms which 
have been found to adequately protect the 
interests of the insuring public and the com- 
panies. 


4. Adjustment of claims and explanation 
of the policy terms to the assured. 


5. Close supervision of all domestic com- 
panies domiciled within the state and coop- 
eration with them in the event of reorgani- 
zation, purchase and sale. 


6. Licensing of agents. The need for 
supervision of the individual agents may be 
likened to the need for supervision of the 
companies, In the vast majority of cases the 
agents are men of the highest calibre, de- 
sirous of performing an honest public serv- 
ice. But here again, there are a few in the 
business who place their avarice, gain or 
reward ahead of the interests and needs of 
their clients. And for these agents some 
form of supervisory control is absolutely 
essential. In the licensing of agents the 
Insurance Departments perform a valuable 
service, not only to the public but also to 
the companies, for no legitimate company 
that I know of would desire to have as its 
solicitor one whose record in the past has 
been contra to the standards set by them. 


7. The maintenance of an actuarial de- 
partment for analysis of annual reports and 
mathematical tabulation of rates. 


8. Participation in examination of the 
companies. 

In the last analysis your plans and 
hopes and our plans and hopes are 
for the policyholder who expects us 
to protect his interest at all times and 
rightly so. 








owns | OO TH ™ 9 OTe Te 








JOURNAL OF AMERICAN INSURANCE 


“BUNK OF THE MONTH” 

















 jergarts in the interest of being helpful we are offering this month a modicum 
of advice to that section of the insurance fraternity who lean so heavily on 
the competitive side of the business that the structure may have a tendency 


to topple over on them. 

















‘“Whom the Gods Would Destroy, They First Make Mad’’ 


HETHER it ever pays to 

get mad is a question on 

which a lot of research could 
be put with profit perhaps to profes- 
sors, psychologists, the clergy, and so 
on. We have heard that a good peeve 
will stimulate the ductless glands, 
flush out the poisons of inertia and, 
in general, pep up the system. On 
the other hand some of the Docs say 
that when you let yourself go berserk 
over annoyance or opposition you 
load your blood with adrenal secre- 
tion which will do much damage to 
your heart and liver unless you work 
it off by socking your opponent or 
walking the floor for hours upon 
hours. Well, walking the floor is a 
harmless occupation unless there is 
a sensitive neighbor in the flat below, 
but delivering a black eye or a left 
hook to the jaw is seldom profitable 
except in the higher brackets of the 
prize ring. Other scientists tell us 
that the mammoths and other mon- 
sters of yester ages obviously were 
the species that did not survive. His- 
tory has really been carried on by 
the medium, normal folks, both ani- 
mal and human, who somehow man- 
age to do a job with quiet efficiency, 
and take out their spite, if any, vicari- 
ously by reading the S.E.P. editorials 
or The New Masses or the Forum 
(take your choice). 

The above is perhaps a long but 
necessary approach to a recent in- 
stance wherein a mutual salesman 
wrote to his company and asked ad- 
vice as to how hot he should get about 
the activities of certain stock agents 
who were not tempering their com- 
petition with common sense. Thestock 
people had resolved themselves into 
a committee of the whole and written 
a letter which most of them signed. 
This epistle wept on the shoulders 
of the business men of the commu- 
nity. The mutuals’ were destroying 
the peace, quiet, good name and pros- 
perity of the town. This had caused 
a progressive disintegration of the 


character of business men generally. 
Patriotic self-respect was dying out. 
Soon, no longer would the school and 
church bells ring, grass would grow 
in the streets, men and women would 
not whistle as they worked, little chil- 
dren would have no heart for play— 
the shade of Goldsmith would return 
and find inspiration here for another 
Deserted Village. How to prevent 
this? Simple enough. Leave well 
enough alone. Do as had been done 
for fifty years. Preserve a monopoly 
on the insurance business for the 
stock companies. 

All of this naturally had a tendency 
to raise the mutual man’s blood pres- 
sure. Was he not also a citizen of the 
same town, and had he not been for 
many years? Did he not contribute 
to the Y.M.C.A., the Playground 
Committee, belong to civic and fra- 
ternal organizations, march in the 
Memorial Day parades, and bowl on 
Tuesday nights with the bunch from 
the local Chamber of Commerce. Had 
he not given day and night service 
to his policyholders? How come that 
men with a stock company badge felt 
themselves entitled to muscle their 
way in and grab all the insurance in 
sight or b’gosh they would boycott 
and picket anyone who said them nay. 
It is a strange world, my masters! 


Well the mutual company had been 
through such campaigns before and 
advised their man to calm himself 
and keep on working. And would he 
please report in a few weeks as to 
how things were going. Just the 
other day the report came back thus: 


“Tt will be of interest to you to know that 
yesterday one of those who received the re- 
cent stock letter, placed with my office four 
dwellings and two mercantile buildings. 
This business was formerly handled by a 
local stock agency. There have been many 
comments made to me by store owners and 
other business men indicating that the gen- 
eral opinion of the letter was that it is very 
unethical and absurd. All of my policyhold- 
ers I have interviewed say the letter will 
have no effect whatever in causing them to 
change back to stock insurance, 
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“So never mind about helping me write a 
letter in reply to the stocks. Their letter 
has done much more to aid my business 
than to hurt it.” 


ELIEVE it or not, kind readers, 

we are more concerned, in this 
writing at least, about the effect of 
anger on the stock agents than about 
the perturbation of the mutual man. 
For the latter will have the solace of 
increasing prosperity, if he is indus- 
trious. While the former—dear me, 
if they keep on going around writing 
letters and making speeches at con- 
ventions and in general tearing their 
hair and washing linen publicly— 
why, soon there will not be enough 
heart specialists to take care of them. 
We are not one of those who think 
there is no place in the universe for 
stock agents. Several places might 
be mentioned. And then it will be a 
long time before the mutuals have all 
the business and we believe it is for 
the good of the nation that every 
policyholder should be given the op- 
portunity of wide choice. In all seri- 
ousness, in this free country there 
should be no prejudice against either 
stock or mutual. We are willing to 
have the issue decided strictly on the 
basis of “Let the best man win.” 

The above preachment has been 
shown to several people. They say, 
well and good in most cases, but 
can’t the mutuals make the obvious 
replies when under pressure. Sure 
enough—we are not telling anyone 
how to run their business. We are 
just reciting the history of contro- 
versies which have raged in the past. 
Doubtless the mutual man will find it 
necessary at times to amplify argu- 
ments. 

There is the charge that mutual 
insurance money all goes out of town. 
Let’s take a hundred dollar premium 
and see. The stock man gets his com- 
mission of 20 to 25 per cent. For the 
moment we will not emphasize that 
he probably runs into the big city 
occasionally and spends quite a lump 
of his money—and that his wife or- 
ders from catalogs—and the family 
takes a trip to other towns to go to 
different movie theatres—or an auto 
agency in the county seat gives him 
a better trade in on his car and he 
makes a deal there. There are a hun- 
dred ways, of course, that a man can 
spend his money outside his own 
community. Suppose he gets $20. 
That’s all which can possibly remain 
at home unless the policyholder has 
a loss, payment for which has noth- 
ing to do with the agent’s earnings, 
and would be given into the hands of 
the policyholder whether stock or 
mutual. 
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On the mutual side, even in the 
case where the mutual man may sell 
direct and have his headquarters in 
some central place in the county, the 
dividend coming back to the policy- 
holder will be around $20. This stays 
not only in the town but right in the 
pocket of the policyholder. So there 
is a little more than an even break 
for the mutual case so far. 


Whether a mutual salesman gets 
paid a commission or salary is some- 
times brought up. If a distinction is 
made, it is clearly without a differ- 
ence. Both methods of payment are 
for services rendered and when a 
dollar of salary passes into a mer- 
chant’s cash register it rings up ex- 
actly the same amount (no more no 
less) as the commission dollar. Each 
dollar spends alike. It is futile for 
the stocks to argue that a direct 
salesman spends no money locally. 
Certainly this cannot apply in the 
man’s own town, and he obviously 
spreads a good deal of cash around 
if he travels. But suppose otherwise 
—the home town still has the $20 
dividend and thus is even. If the 
mutual man is a strictly local citizen 
as in the instance which started this 
discussion the stock complaint has 
even less foundation. 

In any event the strictly home town 
allegiance of stock agents does not 
hold up if inquiry is pushed even 
slightly below the surface. Nor do 
stock companies always run _ local 
business through local offices. Chain 
stores and other national coverage is 
generally handled by policies, written 
in cities, that blanket all the property 
of big concerns wherever it may be. 


Neither does the stock company re- 
fuse to take chain store business be- 
cause the stores compete with local 
independents. Instead it probably 
gives the chain corporation a lower 
rate than the local merchant can get 
from the same stock company and 
thus the chains are given an advan- 
tage. It is safe to assume that any 
local stock agent would jump at the 
chance to write such business re- 
gardless of local conditions and 
would not listen to objections from 
his home town merchant. 

We are impelled to slip a friendly 
word of advice to the type of stock 
agents here discussed. The older or- 
der is rapidly passing. The public has 
gone to school, gathered more prac- 
tical experience in business, read the 
ads, heard addresses by those who 
have studied insurance from an un- 
biased standpoint. 


oe old bogie men have withered 
in the light of knowledge. The 
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public has come to recognize the dif- 
ference between argument and state- 
ments that are simply superficial 
crust. No stock company is a good 
company just because it is stock. 
Those “in the know”, take the annual 
statements and lists of securities held, 
see whether the management has em- 
braced the obligation to put the pol- 
icyholders money in the right places 
or by various devices disregarded the 
high ideals publicly uttered. If there 
are errors in the stock routine we are 
of the opinion that eventually they 
may cure themselves. But if they do 
not then we suppose Federal commit- 
tees or business groups will assemble 
a trunk full of statistics which under 
thorough scrutiny may change the 
insurance picture radically. 


Stock people should know that the 
time is overdue when they must face 
facts as facts. Trying to put boxes 
of tacks, like boycott and propaganda 
ballyhoo, in the way of mutual prog- 
ress is a futile performance. Mutual 
volume is already great enough to 
roll over such obstructions as if they 
were not there. The insurance band 
wagon is distinctly beginning to play 
more and more mutual music. The 
public has long ago tired of the end- 
less repetition of the stock company 
blues. 





On Competition 


In the course of an address before 
a meeting of the California Western 
States Life Insurance Agents, Com- 
missioner John J. Holmes of Mon- 
tana made the following interesting 
observations on competition: 


“To suddenly lay down a rate book and 
begin the duties of a state insurance ad- 
ministrator is an interesting, not to men- 
tion an amusing experience. 


“The average producer looks upon an 
insurance department as an instrumentality 
set up to devise ways and means, through 
rules and regulations, of making his path 
more rocky and impeding his production 
progress. To him a department is an evil; 
but an unnecessary, not a necessary evil. 
Were those who so look upon insurance 
departments suddenly set into a department 
and called upon to assume administrative 
duties, they unquestionably would, as oth- 
ers have done, quickly learn they had com- 
pletely overlooked the technical side of the 
business of insurance and that the busi- 
ness, by and large, requires unbiased co- 
ordination, as experience has taught that 
companies, by reason of competitive sell- 
ing, are not prone to effect such inter-co- 
ordination as will govern competing agents 
in all details. 

“An important duty of an insurance de- 
partment is to keep competition within the 
bounds of propriety. Its rules and regu- 
lations are for the business in general, not 
the individual. The individual quarrels 
with the Department only because the pro- 


mulgated rules of procedure and practice 
cramp his individual style, yet if all pro- 
ducers were without restraint, I dare say 
that the time would be short until a veri- 
table state of civil war existed between 
competing agents. Competition is the life 
of trade, but unrestrained competition leads 
only to selfish brutality. 


“In general, the legal problems of in- 
surance and insurance selling, of right, 
should be problems of the home office and 
administrative officials. Too often do agents 
assume the burden of such problems and 
in seeking a solution become so embroiled 
in political issues that they lose sight of 
the fact that primarily their business is to 
sell insurance, not to engender animus 
through activities which can never lead 
to production. 

“Insurance production requires keen, 
alert salesmanship. The insurance pro- 
ducer, like any other merchant, is engaged 
in competitive commodity selling. His 
commodity, however, is not that which the 
buying public will search out. He must 
seek the consumer and convince him of 
the necessity of the wares he is selling and 
of the quality of the particular brand he 
represents. 

“Unfortunately for the business of in- 
surance, producers, by reason of vicious 
competitive selling tactics, are destroying 
the fruits of years of hard work. Through 
the expenditure of money, time and effort 
the pioneer producers brought the insur- 
ing public to a point where it has become 
insurance-minded. This, perhaps, accounts 
for the fact that the American public is 
the greatest world purchaser of insurance. 
The fact that the public is now insurance- 
minded makes clean, competitive selling 
more essential. The growing pernicious 
practice of producers, in competition, inti- 
mating that the competing company is not 
of financial soundness or that the compet- 
ing producer is not of sterling worth has, 
and can only have, one effect—that is, 
create skepticism in the mind of the pros- 
pective buyer, not only as to the worth of 
insurance, but also as to the sincerity of 
state departments created for the purpose 
of supervising the business of insurance. 
The unwarranted public skepticism creat- 
ed by competing producers is destroying 
public faith in the institution of insurance. 
The destroyed faith is now manifesting it- 
self in adverse legislation and legislative 
investigations. Competitors cannot wield 
tar sticks, while in competition, and long 
hope to have the buying public think kindly 
of the institution of insurance. 

“It is my humble opinion that if an 
agent cannot sell his contracts solely on 
the merits of the offered contracts, he is 
not benefiting himself or the company he 
represents by selling his contracts on the 
demerits of a competing agent or a com- 
peting company’s contracts. It should go 
without saying that a sale made on the 
demerits of a competitor’s contracts is a 
sale which, in all prebability, will not long 
continue on the company’s books to earn 
renewal commissions. A case badly sold 
and lapsed is worse than no sale. A lapsa- 
tion brought about by skepticism is a breed- 
ing ground of sales resistance, not only in 
the lapsed policyholder, but in all his 
friends and acquaintances. A disgruntled 
insurance purchaser may do more real harm 
in a community than a dozen satisfied 
insurance buyers can do good. Human 
nature is such that the satisfied buyer is 
complacent in his satisfaction, but the 
dissatisfied buyer wreaks his vengeance 
by proclaiming his convictions to all who 
will lend an ear.” 
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LAY ADJUSTERS TOPIC AT 
INSURANCE COUNSEL MEET 


_ controversy over alleged un- 
authorized practice of law by in- 
surance adjusters, the status of com- 
pulsory automobile insurance and 
financial responsibilty legislation, re- 
cent federal legal decisions affecting 
the insurance practitioner, the com- 
plications of joint adventure and the 
question of whether suretyship is true 
insurance, were among the addresses 
which featured the annual meeting 
of the International Association of 
Insurance Counsel at Mackinac 
Island, Michigan. The four day ses- 
sion, which closed September 3, at- 
tracted the largest attendance in its 
history. 

Milo H. Crawford of Detroit was 
elected President of the Association 
for the ensuing year. Vice Presidents 
are Joseph G. Sweet, San Francisco, 
George L. Naught, New York City, 
and J. M. Sweitzer, Wausau, Wis- 
consin. Other officers include Richard 
B. Montgomery, Jr., New Orleans, 
Secretary; Harvey E. White, Nor- 
folk, Virginia, Treasurer, and the 
Executive Committee comprises Wil- 
son C. Jainsen, Hartford, R. M. Noll, 
Marietta, Ohio, and Willis Smith, 
Raleigh. 


The problem of unauthorized prac- 
tice of law as it relates to the insur- 
ance adjuster was discussed by E. W. 
Sawyer, Assistant General Counsel 
of the Liberty Mutual Insurance 
Company, Boston. He spoke as an 
attorney, rather than as an insurance 
company representative, and warned 
the assembled lawyers that it is to 
the legal professions’ own best in- 
terests to avoid seeking to extend the 
field of its monopoly as far as cer- 
tain local bar groups have attempted 
to do. Mr. Sawyer contended that 
the legal profession must not be de- 
graded to the level of a trade, which 
would be the case should thousands 
of young lawyers be admitted to prac- 
tice solely to adjust claims and per- 
form clerical functions of business. 
Instead of restricting the laymen’s 
activities he suggested that the law- 
yers meet this competition through a 
better, faster, cheaper service than 
they have ever rendered before and 
through the adoption of a plan to 
bring together the person who needs 
a lawyer’s services and a lawyer qual- 
ified to provide the precise service 
required. In closing Mr. Sawyer 
urged the legal profession to recog- 
nize that everything except their pro- 
fessional ideas and methods had 


changed and were constantly chang- 
ing and that it was they, and not the 
world, who were out of step, and that 
the selfish interests of the lawyers 
must be subordinated to the interest 
of the public. 


Gerald P. Hayes of Milwaukee in 
his address on “Joint Adventure” 
pointed out that there is one ground 
of practical unanimity stated by the 
courts and the text writers in auto- 
mobile accident cases where the de- 
fense of joint adventure is raised, 
and that is the rule that the passenger 
as well as the driver must be entitled 
to a voice in the control and direction 
of the vehicle. 

Fidelity Bonds as now used in com- 
mon practice are insurance contracts 
and not suretyship contracts, was the 
conclusion reached by C. F. Merrell, 
of Indianapolis, who spoke on “Is 
Suretyship Insurance?” By the terms 
of the obligation generally, he pointed 
out, the company undertakes to pay 
the loss upon receipt of proof or to 
indemnify the assured or obligee on 
account of defalcation of the em- 
ployee. The employee who would oc- 
cupy the position of principal is not 
a party. The obligation, therefore, is 
a clear cut, direct and primary obliga- 
tion assumed by the company to pay 
a loss or indemnity on account of 
loss. 


A contract of suretyship as de- 
fined by Mr. Merrell, is an accessory 
agreement, by which one person binds 
himself to another already bound. 
It is in the nature of a collateral en- 
gagement to pay the debt of another 
or to see that another pays or per- 
forms, as distinguished from an orig- 
inal and direct agreement for the 
party’s own act, and is accessory to 
a principal obligation contracted by 
another person. It is the essence of 
the contract that there be a subsist- 
ing obligation of a principal debtor 
for without a principal there can be 
no debtor. 


ILBUR E. BENOY of Colum- 


bus, Ohio, in a scholarly ad- 
dress on ‘‘Federal Decisions” said in 
part as follows: 


(Speaking of the sensational case of Erie 
V. Tompkins)—“* * * Already much 
learning has been devoted to this unusual 
reversal by the Supreme Court of the 
United States. Our problem is to develop, 
at least in some small degree, how that de- 
cision will affect the insurance practitioner. 
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In order, however, to properly develop 
that question, it is necessary to further 
consider exactly what the court did hold, 
not only in that decision but in decisions 
subsequently announced at the last recent 
term of that court. * * * 


“We thus have a determination to date 
by the Supreme Court that, not only in 
cases involving tort, but in cases involving 
equity in contract, the applicable state de- 
cisions shall be applied. It will be thus 
apparent that we are building anew; and 
not only the superstructure but the foun- 
dation, and no matter how strongly the 
structure was built, the floods have de- 
scended and destroyed not only the founda- 
tion but the superstructure as well. We 
shall be litigating, at the expense of our 
clients, to determine anew questions of 
policy and of law. A little analysis will 
bring forth a few of the apparent difficul- 
ties, but no foresight, we submit, can de- 
termine many of them at the present 
moment. * * * 


“Where, of course, we have an applicable 
constitutional provision of the state, or a 
state statute, directly applying, there can 
be little difficulty; and where we have a 
direct unequivocable decision, by the court 
of last resort of any particular state, the 
Federal District Court should have little 
difficulty in applying such applicable state 
decisions; but the ‘rub’ comes where we 
have an unequivocation among the lower 
courts of our various states, or where, as 
stated by Justice Story, we have a situa- 
tion which meets his statement in that 
case, viz. ‘* * * So that, to say the least 
of it, it has met some serious doubts, 
whether any doctrine upon this question 
can, at the present time, be treated as 
finally established ;’ or where, as many a 
lawyer has found, we have no applicable 
decisions whatsoever from a state court of 
respectable authorities. Where, as in Ohio, 
we have eighty-eight courts of common 
pleas of general jurisdiction; nine courts 
of appeals, each final in its jurisdiction, 
except for a motion to certify (practice 
similar to a writ of certiorari) to our court 
of last resort; and where we often find the 
court of appeals, either at variance with 
each other, or giving no definite pronounce- 
ment upon the question involved, will the 
district court resolve itself into a searcher 
for which of the conflicting decisions it 
will follow? But, according to the pro- 
nouncement of the Supreme Court, it has 
an unconstitutional prerogative for the Fed- 
eral Courts to think for themselves in 
such a case. Shall then, such Federal Courts 
adjourn or delay its-pronounciamento until 
a state court has given a satisfactory pro- 
nouncement of the law applicable to the 
question involved? * * * 


Insurance companies can accommodate 
themselves to the doctrine of the Tomp- 
kins case. To insurance companies that 
may mean an increase in rates in some in- 
stances, and additional collections from the 
general public in order to make up the 
differences which are taken from the com- 
panies by unjust and unwarranted decisions, 
many of which have, in the past, been pre- 
vented by removal to the federal court, or 
it may mean absolute abandonment of cer- 
tain sources of social security enjoyed 
heretofore * * * 


“Under the doctrine of the Tompkins’ 
case, a uniform insurance code and a uni- 
form condification in the various states of 
the laws and decisions relating to negli- 
gence would be highly desirable, but, per- 
haps, too much to be hoped for within the 
present or next generation.” 








26—September, 1938 


Federal Crop Insurance 
(Continued from page 14) 


bushel coverage. To give this rate a 
broader basis in years, it is then ad- 
justed to the 10-year period 1926-35 
by raising or lowering it in propor- 
tion to experience of comparable 
sample farms in the county for the 
years 1926-29. 

This would ordinarily be expected 
to be the premium charge per acre 
for this farm. But the calculation is 
carried one step farther by averaging 
it with a similar calculation for the 
county as a whole. The effect of this 
is either to raise or lower the indi- 
vidual farm estimate, somewhat more 
in line with the locality in which it is 
found, on the theory that (1) the 
facts regarding individual applicant 
farms may not be any too reliable, 
and (2) that by this leavening pro- 
cess the rate will reflect somewhat 
less the individual experience and 
somewhat more the experience of the 
surrounding area. 


It should be observed that in pre- 
paring average yield and loss cost 
estimates for the county, individual 
farm records (and not averages for 
the county as a whole) were used in 
the same manner as described above. 
As a rule 75 farms per county were 
used. 


Its Chances of Success 


r NOTHING else the experience 
with this line some 20 years ago 
is valuable in indicating what not to 
do. When the lessons drawn from 
this earlier experience are matched 
against the present program the in- 
ference is rather strong that the pres- 
ent venture has much greater chances 
of survival. 

In the first place it is based upon 
better data mainly because the same 
quality and quantity of facts were not 
to be had 20 years ago or even 10 
years ago. There is also less of the 
sales-promotional element in the 
present attempt than in the earlier 
ones due in part at least to the fact 
that the Government does not have 
to make the venture yield a profit 
from the moment it is launched. This 
is most clearly seen in the rates 
charged in the earlier attempts, in the 
hazardous areas in which sold and in 
the fact that agents often accepted 
premiums and placed the insurance 
after losses had set in. 

In contrast, the present attempt is 
so framed that insurance is being 
written over a wide area including 
low-risk as well as high-risk states. 
It is being sold distinctly prior to the 
possible occurrence of loss. 
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Running through all of the earlier 
experience, and probably its greatest 
weakness, was the moral hazard. 
There are a thousand ways of show- 
ing a loss on growing crops. To a 
considerable extent the insurers in- 
vited such irregularities but certainly 
to some extent it would have mani- 
fested itself if written under model 
conditions. It is to be expected that 
this same problem will appear again 
today in all its varied forms. In the 
absence of a series of extremely poor 
crops, I would expect it to be the 
principal problem with which the 
Government will have to contend. 

Two things are in the Govern- 
men’s favor in meeting this problem. 
The first is that a dirt-farmer con- 
tact is maintained with the insured 
through the county committees set up 
under the Agricultural Adjustment 
program. Applications are received 
by them and checked by them before 
being sent to regional offices. Some 
general supervision is to be expected 
from these committees while the pol- 
icy is in force. Finally, they are to 
assist in the checking of all claims 
filed and adjustment of losses. If 
their work is done well they should 
keep fraud and lesser irregularities 
at a minimum. Which leads to the 
second point, namely, that these com- 
mittees have already had_ several 
years experience under the Triple A 
in which they have proven their abil- 
ity under a wide variety of similar 
circumstances. 

On the whole the crop insurance 
program is being launched under fav- 
orable circumstances. It has been 
carefully planned from the best avail- 
able facts. The plan of operation has 
none of the earmarks of a price-fix- 
ing scheme or of a thinly disguised 
subsidy. In its immediate favor also 
is the fact that wheat prices are low 
this year with a very large crop being 
harvested. Above all the undertaking 
appears to have the good wishes of 
the country at large. Like all other 
insurance ventures, however, to suc- 
ceed it must be sold and premiums 
must at least equal losses. Here time 
is required to supply the answer. 








Description of Property 
(Continued from page 20) 


dwelling’. The more clear-cut a de- 
scription is, the less question there 
can be concerning its meaning ; ‘“‘boot 
and shoe store” is better than “mer- 
cantile building”, “furniture factory”, 
than “wood-working plant”. Exact 


street addresses should be given were 
possible, “25 Main Street”, rather 
than “on Main Street”; in the coun- 
try, property may be located by refer- 





ence to known land marks as “‘on the 
westerly side of the road from Plym- 
ton Green to North Carver, on the 
south side of Colchester Pond”. 

Discussion of the interpretation by 
the courts of descriptions of insured 
property is instructive, and it is well 
for the student of fire insurance to 
be familiar with the legal ‘principles 
applying thereto. But the chief les- 
son to be learned is not what the 
courts will say in case of ambiguity ; 
it is that in writing a description of 
the property the representative of the 
insurer or of the insured should make 
every effort to eliminate ambiguity. 
The description should clearly state 
the exact property to be insured in 
such a way that neither insurer nor 
insured will have reason for conflict 
of opinion. Where several properties 
are insured under one contract, mere- 
ly as a matter of convenience, the 
description of each should be clear, 
and the amount of insurance and the 
amount of premium applicable to 
each should be stated. 








Further Changes in Proposed 
New York Code 


EXTENSION OF THE SCOPE OF GROUP 
HEALTH AND ACCIDENT INSURANCE 
to permit an employer of twenty-five 
or more persons to obtain such pro- 
tection and also to allow an associa- 
tion of fifty or more employees of a 
single organization to contract for ac- 
cident and health policies was a fea- 
ture of recommendations recently 
made by State Superintendent of In- 
surance, Louis H. Pink, to the Joint 
Legislative Committee on Insurance 
Law Revision. This is in the third 
supplement to the suggested new in- 
surance law. It carries into the field 
of group accident and health insur- 
ance some of the constructive pro- 
gram which the Department has ad- 
vocated along other lines by setting 
up definitions and standard provi- 
sions. These suggestions raise some 
very interesting questions. 

The Superintendent also recom- 
mends that definite power be given 
the Insurance Department to permit 
further regulation of the financial 
programs of stock life insurance com- 
panies in certain technical respects. 


[Important also in Mr. Pink’s rec- 
ommendations is a request that per- 
mission be granted to insurance com- 
panies to invest in bonds assumed or 
guaranteed by, as well as those issued 
by the Canadian Government or its 
Provinces, extending to these securi- 
ties the same recognition now accord- 
ed to Federal or State bonds with a 
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lmitation of Canadian investments 
to 10 per cent of a company’s total 
admitted assets or to 114 times its re- 
serves. 


Another change in Section 72 re- 
quires the establishment of basic rules 
for rate-making. It seeks to promote 
consistency in the application of rate- 
making principles to the various kinds 
of insurance. 


Section 73 has been revised to clar- 
ify the requirement for authorized 
insurers to file annually a statistical 
report showing a classification sched- 
ule of their premiums and losses on 
all kinds of insurance to which the 
section is applicable. Another impor- 
tant change in Section 73 makes ex- 
plicit the power of the Superinten- 
dent to establish or approve rating 
formulas for all classes of risks sub- 
ject to rate regulation. These for- 
mulas are based upon past and pros- 
pective loss experience, reasonable 
expense factors and a_ reasonable 
profit. By prescribing a permissible 
loss ratio the Superintendent may 
require that the benefit of lower 
losses be passed on to the assured 
in the form of reduced rates. It is 
held by the insurance Department 
that the present statute, which men- 
tions only profits, is narrow and does 
not take into account other factors 
considered in rate making; thus rec- 
ognizing the fact that rates may be 
too high, even though no’ profit is 
realized, because, for instance, ex- 
pense factors are too high. 


An extension of the Superinten- 
dent’s jurisdiction over rates is con- 
templated by a change proposed in 
Section 75 which would require the 
filing of rates on those types of in- 
land transportation insurance known 
as domestic shipments, personal ef- 
fects floaters and personal property 
floaters. Heretofore inland transpor- 
tation insurance rates have not been 
subject to regulation. 








Committee Appointments 
(Continued from page 6) 


man; C. E. Gauss, Michigan; Harlan Jus- 
tice, West Virginia; Rex B. Goodcell, 
California. 


Fraternal—J. Postles Hammond, Dela- 
ware, chairman; Charles Smrha, Nebraska, 
vice chairman; Maurice V. Pew, Iowa; 
Charles F. Hobbs, Kansas; G. A. S. Rob- 
ertson, Missouri; Henry C. Schmidt, Ne- 
vada; Warren H. Bakes, Idaho; George 
M. Biel, New Mexico; Sam B. King, 
South Carolina; C. E. Gauss, Michigan; 
R. L, Daniel, Texas; Owen B. Hunt, Penn- 
sylvania; Harry J. Mortensen, Wisconsin; 
Arthur J. Rouillard, New Hampshire; J. 
W. Britton, Tennessee. 
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Group Hospitalization—Owen B. Hunt, 
Pennsylvania, chairman; Frank Yetka, 
Minnesota, vice chairman; J. Postles, 
Hammond, Delaware; Sherman Good- 
paster, Kentucky; J. Balch Moor, District 
of Columbia; Roy B. Rummage, Arizona; 
A. E. Conway, Louisiana; C. W. Lovejoy, 
Maine; G. A. S. Robertson, Missouri; 
John J. Holmes, Montana; M. J. Cum: 
mings, Rhode Island; Sam B. King, South 
Carolina; C. Clarence Neslen, Utah; Harry 
J. Mortensen, Wisconsin; W. B. Harrison, 
Georgia. 


Laws and Legislation—George A. Bowles, 
Virginia, chairman; William A. Sullivan, 
Washington, vice chairman; Ernest Pal- 
mer, Illinois; Jackson Cochrane, Colorado ; 
Rex B. Goodcell, California; Frank Yetka, 
Minnesota; Louis H. Pink, New York; 
P. J. Dunn, South Dakota; C. Clarence 
Neslen, Utah; D. A. Hemenway, Vermont. 


Life—Jackson Cochrane, Colorado, chair- 
man; Sam King, South Carolina, vice 
chairman ; Louis H. Pink, New York; 
Balch Moor, District of Columbia ; George 
H. Newbauer, Indiana; Charles F. Hobbs, 
Kansas; C. E. Gauss, Michigan; Robert 
a Bowen, Ohio; C. Clarence Neslen, 
Utah; E. A. Conway, Louisiana; C. A. 
Gough, New Jersey; George A. "Bowles, 
Virginia; J. W. Britton, Tennessee ; Ernest 
Palmer, Illinois; John C. Blackall, Con- 
necticut ; GF. }. Harrington, Massachu- 
setts; Maurice V. Pew, Iowa. 


Sub-Committee of Life Committee (to 
study report on industrial insurance)—R. 
L. Bowen, Ohio; George A. Bowles, Vir- 
ginia; C. A. Gough, New Jersey; J. W. 
Britton, Tennessee; E. A. Conway, Louisi- 
ana. 


Taxation—John J. Holmes, Montana, 
chairman; Hugh H. Earle, Oregon, vice 
chairman; M. J. Harrison, Arkansas; R. L. 
Daniel, Texas; George H. Newbauer, In- 
diana; Charles F. Hobbs, Kansas; Wesley 
S. Hanna, Maryland; Frank Yetka, Min- 
nesota; E. A. Conway, Louisiana; M. J. 
Cummings, Rhode Island; Charles Smrha, 
Nebraska; C, F. J. Harrington, Massa- 
chusetts. 


Unauthorized Insurance—Oscar E. Erick- 
son, North Dakota, chairman; Sam B. 
King, South Carolina, vice chairman; J. 
Postles Hammond, Delaware; J. Balch 
Moor, District of Columbia; W. V. Knott, 
Florida; George H. Newbauer, Indiana; 
E. A. Conway, Louisiana; Roy B. Rum- 
mage, Arizona; John Sharp Williams, 3d, 
Mississippi; Henry C. Schmidt, Nevada; 
George M. Biel, New Mexico; Hugh H. 
oe Oregon; Arthur J. a, "Wyoming; 

A. Hemenway, Vermont; P. J. Dunn, 
can Dakota. 


Valuation of Securities—Louis H. Pink, 
New York, chairman; John C. Blackall, 
Connecticut, vice chairman; C. A. Gough, 
New Jersey; Ernest Palmer, Illinois; 
Maurice V. Pew, Iowa; C. F. J. Harring- 
ton, Massachusetts; Dan C. Boney, North 
Carolina; Robert L. Bowen, Ohio; Owen 
B. Hunt, Pennsylvania; R. L. Daniel, 
Texas, C. W. Lovejoy, Maine; Arthur J. 
Ham, Wyoming; C. E. Gauss, Michigan; 
Rex B. Goodcell, California. 


Workmen’s Compensation—Harry J. 
Mortensen, Wisconsin, chairman; R. J. 
Watters, Texas, vice chairman; William 
A. Sullivan, Washington; W. B. Harrison, 
Georgia; Sherman Goodpaster, Kentucky ; 
C. F. J. Harrington, Massachusetts; C. E. 
Gauss, Michigan; John J. Holmes, Mon- 
tana; Ernest Palmer, Illinois; Roy B. 
Rummage, Arizona; Oscar E. Erickson, 
North Dakota; J. W. Britton, Tennessee; 
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Db. A. Hemenway, Vermont; C. A. Love- 
joy, Maine. 


SPECIAL COM MITTEES 


Interstate Liquidation and Reorganisation 

-Louis H. Pink, New York, chairman; 
M. J. Harrison, Arkansas; George H. 
Newbauer, Indiana; Frank Yetka, Minne- 
sota; John J. Holmes, Montana; Charles 
Smrha, Nebraska; J. W. Britton, Tennes- 
see; D. A. Hemenway, Vermont; William 
A. Sullivan, Washington; Arthur J. Ham, 
Wyoming; Rex B. Goodcell, California. 


Misallocated Premiums—Dan C. Boney, 
North Carolina, chairman; Warren H. 
Bakes, Idaho, vice chairman ; Wesley S. 
Hanna, Maryland; Charles ‘Smrha, Ne- 
braska ; W. B. Harrison, Georgia; Hugh 
H. Earle, Oregon; M, J. Cummings, Rhode 
Island; J. W. Britton, Tennessee; William 
A. Sullivan, Washington; Harland Justice, 
West Virginia; Harry J. Mortensen, Wis- 
consin. 

Standard Fire Insurance Policy—Louis 
H. Pink, New York, chairman; John C. 
Blackall, Connecticut, vice chairman; C. E. 
Gauss, Michigan; Owen B. Hunt, Penn- 
sylvania; P. J. Dunn, South Dakota; W. 
V. Knott, Florida; Hartley D. McNairn, 
Ontario. 


Uniform Code—Ernest Palmer, Illinois, 
chairman; Louis H. Pink, New York, vice 
chairman : Rex B. Goodcell, California ; 
John C. Blackall, Connecticut ; C. E. Gauss, 
Michigan; Owen B. Hunt, Pennsylvania; 
C. Clarence Neslen, Utah; William A. 
Sullivan, Washington; Harry J. Morten- 
sen, Wisconsin; Maurice V. Pew, Iowa. 


OTHER SPECIAL COMMITTEES 


Committee to prepare a qualification and 
examination manual for the guidance of 
States requiring such examinations as a 
prerequisite to the issuance of agents’ li- 
censes: George H. Newbauer, Indiana, 
chairman; C. E, Gauss, Michigan; Robert 
LL. Bowen, Ohio; John Sharp Williams, 3d, 
Mississippi. 

Committee to investigate and make rec- 
ommendations regarding a uniform policy 
form for automobile finance companies 
John C. Blackall, Connecticut, chairman ; 
Arthur J. Ham, Wyoming; ¥. W. Britton, 
Tennessee. 


Committee to study and make recom- 
mendations relative to the standardization 
of insurance companies’ real estate ap- 
praisals and appraisal forms; Robert L. 
Bowen, Ohio, chairman; Louis H. Pink, 
New York; W. V. Knott, Florida; R. L. 
Daniel, Texas; Rex B. Goodcell, Cali- 
fornia. 

Committee on definition and interpreta- 
tion of underwriting powers: C. F. J. 
Harrington, Massachusetts, chairman; 
Louis H. Pink, New York; George H. 
Newbauer, Indiana. 

Sub-Committee fraternal committee: 
Charles Smrha, Nebraska, chairman; J. 
Postles Hammond, Delaware, vice chair- 
man; J. W. Britton, Tennessee; Maurice 
V. Pew, Iowa; Owen B. Hunt, Pennsyl- 
vania. 

Mortality Table—A. N. Guertin, New 
Jersey; Russell O. Hooker, Connecticut ; 
Charles Hughes, New York; Lloyd 
Thompson, Indiana; F, E. Houston, Wash- 
ington; John S. Thompson, Actuarial So- 
ciety of America; Charles A. Taylor, 
American Institute ‘of Actuaries. 


Insurance Publications Committee — 
Arthur J. Ham, Wyoming, chairman; 
Hugh H. Earle, Oregon, vice chairman; 
Jess G. Read, Oklahoma; C. A, Gough, 
New Jersey; Owen B. Hunt, Pennsylvania. 
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A DOMESTIC DRAMA IN ONE SHORT ACT... CLOSE TO THE 
HEART AND POCKETBOOK OF EVERY MAN AND WOMAN 





‘1a SCENE is in 


the living room of Mr. and Mrs. John J. Citizen. 
Jane Citizen has just returned from a lecture at 
the Culture Club, and has told John all about it. 


JOHN 


JANE 


JOHN 


JANE 


JOHN 


JANE 


JOHN 


JANE 


JOHN 


JANE 


JOHN 


JANE 


JOHN 


And then what happened . . . when he finished? 


Why, nothing special. Everybody clapped, of course. 
Oh, you clapped! 


Why, yes, isn’t that what you usually do when a 
speaker finishes? 


He said that business stands in the way of social prog- 
ress, that businessmen are enemies of society, selfish, 
greedy reactionaries—and you clapped! 


Ye-e-s. 


Well, I’m a businessman. At least, I think so in m 
more optimistic moments. 


But, John, this was only a lecture... 


Oh, only a lecture. A hundred women—99% of them 
married to men who live by business—and not one 
gets up and challenges your platform-promiser when 
he takes a crack at business. 


Dear, I don’t know what you’re talking about. 


Well, that’s happened before. But tell me, did he mean 
men like Will Thomas at the bank or Vaughan at the 
mill? They’re businessmen. Did Sue Thomas or Lily 
Vaughan have anything to say? 


rea 

ON cee wie so it’s just all good fun. The same old 
trick. They take a few “bad boys” of business. Then 
they say ... “Look, here is a man. He is a bad man. He 


is also a businessman. Therefore businessmen are 
bad. We must regulate them or they’ll prey on you. 
Follow us, put us on the public payroll, and we'll 
protect you.” 


JANE 


JOHN 


JANE 
JOHN 


JANE 


So you applaud . .. and never ask the speaker why, 
if he knows “bad” businessmen, he doesn’t bring 
them to trial. He goes on attacking all business. 


John .... I’m sorry—— 


Try and understand. Our whole way of living is at 
stake. Take us. For twenty-two years I’ve been build- 
ing a business life, a home life, a place for you and 
me and our children. Our firm provides jobs for sixty- 
five men. We pay them fairly, insure them and provide 
pensions. We pay taxes that threaten to sink us, and 
try to run the business by rules that change faster 
than we can memorize them. We’re not allowed to 
build up a reserve for bad times. Well, we’ve had a 
set-back lately. Multiply the firm I work for by tens 
of thousands all over the country and you see what's 
happening. 


I think I understand, John. 


America grew up on business. Maybe we haven’t a 
perfect country, but our people live better than any 
people on earth. Are we highly educated Ameri- 
can Citizens still so dumb that we are ready to stand 
up and cheer the theorists and self-constituted re- 
formers who cry down this system and all it stands for 
and offer to substitute for it some other system—if we 
pay for it, and let them run it? 


(to herself) Mmmmh ... The next time a lecturer... 


And the curtain slowly descends. 





FOR the husband whose wife needs the facts to support 
an argument the next time a parlor pink attacks his call- 
ing, there is a booklet describing the American system 
of free enterprise. It provides the facts in a form easy to 
take and hard to forget. Her husband can also profit by 
reading it. Write your Chamber of Commerce or Trade 
Association for ‘““Wanted, one million business men to 
resell the American Business System.” 


This message is published by 


NATION’S BUSINESS 


If it interests you, we are prepared to supply, upon re- 
quest, copies in poster size for bulletin boards, and in 
leaflet form for distribution. Mats for newspaper use and 
electros for house organs are available. 























































































































(a/ 1 
_ RTT UT LIM oe eee 
- 1h id ry: TORII We SVAN 
MS 


JOHN MARSHALL AND NAVIGATION 


EXTENDING FRONTIERS 


Chief Justice John Marshall's decision which gave the Federal Govern- 


ment jurisdiction over navigation and opened up free interstate commerce 


did more to weld the American people into an indivisible nation than 
any other force in history. 


Mutual Insurance also has done more to KEEP the American people 
welded together as an indivisible nation than many realize, for the type 
of insurance written by the Federal Mutuals, offering, as it does, complete 
protection at LOWER COST—in addition to KNOWN SAFETY, 
OUTSTANDING SERVICE and PROMPT PAYMENT OF LOSSES 
—has given both business and individuals courage to make forward 
strides in times when these efforts would have been otherwise virtually 
impossible. 


As exponents of Mutual Insurance, the Federal Mutuals would appre- 
ciate the opportunity of showing YOU records of those whose protec- 
tion problems are similar to yours . . . records which will help YOU plan 
to get the MOST out of the protection you require. 


FEDERAL HARDWARE & IMPLEMENT MUTUALS 


HARDWARE MUTUAL FIRE INSURANCE COMPANY OF MINNESOTA, MINNEAPOLIS MINNESOTA 
HARDWARE DEALERS MUTUAL FIRE INSURANCE COMPANY STEVENS POINT WISC 


ONSIN 
MINNESOTA IMPLEMENT MUTUAL FIRE INSURANCE COMPANY OWATONNA 


MINNESOTA 


Associate Company: 
HARDWARE MUTUAL CASUALTY COMPANY—STEVENS POINT, WISCONSIN 
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